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FEDERAL BUREAU ΟΕ INVESTIGATION 


(12/31/1995) 
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Approved By: 
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Title: 
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SECURITIES FRAUD; 
00 : BOSTON 


Synopsis: Request to open a securities fraud investigation 


Enclosures: Enclosed for Boston are the following: (1) Class 
Action Complaint filed in S.D.N.Y.; (2) Price and Volume chart of 
TYCO INTERNATIONAL for 1999; (3) News Clippings from NY TIMES and 
REUTERS; (4) TYCO INTERNATIONAL company profile; (5) Insider 
sales filings. 


Details: Drafter request the opening of an investigation of the 
above captioned individuals based on the following information: 


According to the SEC and news reports the SEC has 
opened a full investigation concerning the revenue recognition 
and related accounting irregularities reported by TYCO involving 
their acquisition of several companies during a multi-billion 
dollar acquisition spree. In addition, the SEC is investigating 
the sale TYCO stock in the amount of $500,000,000.00 by company 
insiders prior to announcements concerning the SEC inquiry and 
the disclosure of these accounting issues. 


The United States Attorney’s Office for the District of 
New Hampshire has requested the assistance of the BOSTON DIVISION 
in the investigation and prosecution of this matter. . 
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Drafter requests that the above_ca tioned investigation 
be opened and assigned. BEEN 
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(i) indicates indirect holdings 


Copyright © 2000 Yahoo! All Rights Reserved. 
. See our Important Disclaimers and Legal Information. 
Data is provided for informational purposes only, and is not intended for trading purposes. 

Insider transaction information courtesy of First Call/Thomson Financial. Data may not be current and may be delayed 
by up to several weeks. Although data are gathered from sources believed to be reliable, Yahoo and its content providers 
cannot guarantee completeness and accuracy. Performance data quoted represents past performance, and the return 
and principal value of an investment will fluctuate so that an investor's shares, when redeemed, may be worth more or 
less than their original cost. Data and information is provided for informational purposes only, and.is not intended for 
trading purposes. Yahoo and its content providers accept no liability for reliance on this data. 
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Insider Profile: ASHCROFT MICHAELA  : Tyco International Ltd 
! More Info: Quote | Chart | News | Profile | SEC | Research | M lessages | Insider | Up/Downgr ades 
Name: ASHCROFT MICHAEL A 
Title:Director 


Company:Tyco International Ltd 
Shares Remaining:3,729,966 Common as of 2-Aug-99 


Transaction History 
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(i) indicates indirect holdings 


Copyright © 2000 Yahoo! All Rights Reserved. 
See our Important Disclaimers and Legal Information. 
Data is provided for informational purposes only, and is not intended for trading purposes. 

Insider transaction information courtesy of First Call/Thomson Financial. Data may not be current and may be delayed 
by up to several weeks. Although data are gathered from sources believed to be reliable, Yahoo and its content providers 
cannot guarantee completeness and accuracy. Performance data quoted represents past performance, and the return 
and principal value of an investment will fluctuate so that an investor's shares, when redeemed, may be worth more or 
less than their original cost. Data and information is provided for informational purposes only, and is not intended for 
trading purposes. Yahoo and its content providers accept no liability for reliance on this data. 
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UNITED STATES DISTRICT COURT $3 CARER . - 
9 90V 11980 


SOUTHERN DISTRICT OF NEW YORK Ten Ῥ j 
τν ο d κ νο M συ X Ei 
individually and on : Case No. P 
behalf of all others similarly situated, EE M c 
Plaintiff, ; CLASS ACTION COMPLAINT 
- against - : us 
: JURY TRIAL DEMANDED 
TYCO ee and | ; 
Defendants. : 
ανα σε οὐ πο Neneh Tenn ees X 


Plaintiff, by his undersigned counsel, alleges the following upon personal 


knowledge as to himself and bis acts and as to all other matters upon information and belief 
based upon, inter alia, the investigation made by and through his attorneys, including a review of 
the public filings of Tyco International Ltd. ("Tyco" or the "Company") with the Securities and 
Exchange Commission ("SEC"), and public statements made by or reasonably attributable to 
defendants or their agents as well as articles in the financial press concerning the Company. 

1. Plaintiff brings this class action against Tyco, and two members of its 
senior management, for securities fraud under §§ 10(b) and 20(a) of the Securities Exchange Act 
of 1934, on behalf of a class comprised of all persons who purchased the securities of Tyco 


during the period from October 22, 1998, through December 8, 1999 ("the class period"), other 


than those persons identified in J 19 below. 
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2. During the class period, the price of Tyco's securities traded at artificially 

inflated prices due to defendants' material omissions and misrepresentations as detailed below. 
JURISDICTION AND VENUE 

3. ' This Court has jurisdiction over the subject matter of this action pursuant 
to Section 27 of the Securities Exchange Act of 1934 ("Exchange Act"), 15 U.S.C. $ 78aa and 28 
U.S.C. ὃ 1331. The claims asserted herein arise under sections 10(b) and 20(a) of the Exchange 
Act as amended, 15 U.S.C. § 78b(b) and § 78t(a) and rule 10b-5, 17 C.F.R. § 240.10b-5, 
promulgated thereunder. 

4, Venue is proper in this district pursuant to section 27 of the Exchange Act 
and 28 U.S.C. ὃ 1391(b). Many of the acts and transactions giving rise to the violations of law 
complained of herein, including the preparation and dissemination to plaintiff and other investors 
of false and misleading information, occurred in this district. In addition, Tyco maintains offices 
within this district at 712 Fifth Avenue, New York, New York 10019. 

5. In connection with the acts, conduct and other wrongs alleged in this 
complaint, the defendants, directly and indirectly, used the means and instrumentalities of 
interstate commerce, including the mail and telephone communications. 

THE PARTIES 

6. Plaintiff] [purchased Tyco securities during the class 
period as reflected in the attached certification, and was damaged as a result of defendants’ 
misconduct. 

7. Defendant Tyco International, Inc. ("Tyco" or the "Company") isa 
corporation organized under the laws of Bermuda with its offices throughout the United States, 
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including, inter alia, New York City. Tyco, through its subsidiaries, designs, manufacturers, and 
sells disposable medical supplies, electronic security and electrical components, flow control 


products, fire suppression and detection equipment and renders environmental services. As of 


June 30, 1999 there were in excess of 1 billion shares of Tyco's common stock outstanding. 


8. Defendan πος at all relevant times Tyco's zA 
[ E] Between July 27 and July 30, 1999, defendan] — [ota o ] 


EE: adjusted) Tyco shares at artificially inflated prices reaping proceeds of ovef | 
π.μ... sales represented of M ] Tyco holdings. 
9. Defendm| ips at all relevant times ο. 


Tel | Between July 27 and July 30, 1999, defendant 


| þa "EE" adjusted) Tyco shares at artificially inflated prices reaping 


proceeds of CEN: hese sales represented o| Hr yco holdings. cA 
10. Ευ collectively, are referred to herein as 


the "Individual Defendants." 

11. ^ During the class period, both of the Individual Defendants, as senior 
executives and directors of Tyco, were privy to confidential and proprietary information 
concerning Tyco, its operations, finances, financial condition, and present and future business 
prospects. The Individual Defendants also had access to material adverse non-public information 
concerning Tyco. Because of their board memberships, committee memberships, and top 
executive and managerial positions with Tyco, both of the Individual Defendants had access to 
non-public information about its business, finances, products, markets and present and future 
ee prospects via access to internal corporate documents, conversations and connections 
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with other corporate officers and employees, attendance at management and board of directors 
meetings and committees thereof and via reports and other information. provided to them in 
connection therewith. Because of their possession of such information, both of the Individual 
Defendants knew or recklessly disregarded the accounting improprieties that were being 
concealed from investors. 

12. Each of the defendants is liable as a direct participant in, and a co- 
conspirator with respect to the wrongs complained of herein. In addition, the Individual 
Defendants, by reason of their status as senior officers and directors were "controlling persons" 
within the meaning of Section 20 of the Exchange Act and had the power and influence to cause 
the Company to engage in the unlawful conduct complained of herein. Because of their positions 
of control, the Individual Defendants were able to and did, directly or indirectly, control the 
conduct of Tyco's business. 

13. The Individual Defendants, because of their positions with the Company, 
controlled and/or possessed the authority to control the contents of its reports, press releases and 
presentations to securities analysts and through them, to the investing public. The Individual 
Defendants were provided with copies of the Company's reports and press releases alleged herein 
to be misleading, prior to or shortly after their issuance and had the ability and opportunity to 
prevent their issuance or cause them to be corrected. Thus, each of the defendants had the 
opportunity to commit the fraudulent acts alleged herein. 

14. Each of the defendants had substantial motives for committing the fraud 
complained of herein, including a desire to inflate the market price of Tyco's stock in order to 
enable the Individual Defendants to reap higher profits from sales of their Tyco shares as detailed 
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above. Moreover, Tyco intended to and did use its inflated shares to acquire other companies 
during the class period. 


DEFENDANTS' MISREPRESENTATIONS PROXIMATELY CAUSED 
PLAINTIFF'S DAMAGES THROUGH A FRAUD ON THE MARKET 


15. At all relevant times, the market for Tyco’s securities was an efficient 
market that promptly digested current information with respect to the Company from all 
publicly-available sources and reflected such information in Tyco's stock price. 

16. The common stock of Tyco met the requirements for listing, and was 
listed and traded ón the New York Stock Exchange, a highly developed and efficient market. 
During the class period, Tyco stock was heavily traded, with volume averaging at least 
approximately 30 million shares daily. Tyco filed periodic public reports with the SEC, and was 
followed by analysts from major brokerages, including Goldman Sachs, Solomon Smith Barney 
and T. Rowe Price. The reports of these analysts were redistributed to their customers and the 
public at large, and Tyco regularly issued press releases, which were carried by national 
newswires. Thus, the analyst reports and Tyco's press releases entered the public marketplace. 
As a result, the market for Tyco securities promptly digested uod information with respect to 
Tyco from all publicly-available sources, and reflected such information in Tyco's stock price. 
Plaintiff and other members of the Class relied on the integrity of the market price of Tyco's 
common stock. 

17. | As would be expected where a security is traded in an efficient market, 


material news concerning Tyco's business and prospects had an immediate effect on the market 


e — e 
price of Tyco securities, as evidenced by the market price declines in the immediate aftermath of 
reports questioning the Company's accounting practices and news of the SEC investigation. 

18. At the times they purchased or otherwise acquired the Company's 
securities, plaintiff and other members of the Class were without knowledge of the facts 
concerning the wrongful conduct alleged herein and could not have reasonably discovered those 
facts. 

CLASS ACTION ALLEGATIONS 

19. Plaintiff brings this action as a class action pursuant to rules 23(a) and 
(b)(3) of the Federal Rules of Civil Procedure, on behalf of themselves and all other purchasers 
of the Tyco securities during the class period. Excluded from the class are Tyco, its subsidiaries 
and affiliates, the Individual Defendants, members of the immediate families of each of the 
` Individual Defendants, and any entities in which any of the defendants had a controlling interest, 
and the legal representatives, heirs, successors, predecessors in interest, affiliates or assigns of 
any of the defendants. 

20. The members of the class are so numerous that joinder of all class 
members is impracticable. On information and belief, there were hundreds, if not thousands of 
purchasers Tyco securities during the class period. These purchasers were geographically 
dispersed in many different states and regions of the United States. As of October 29, 1999 there 
were at least 830 million shares of the Company's common stock outstanding. Throughout the 
class period, Tyco shares were actively traded on the New York Stock Exchange. The average 
daily volume of trading in Tyco common stock during the class period was approximately 9 
million shares. Therefore, many millions of shares of Tyco common stock were traded during the 
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class period. Record owners and other members of the class may be identified from records 
maintained by Tyco and/or its transfer agent(s) and may be notified of the pendency of this 
action by mail and publication using forms of notice similar to those customarily used in 
securities class actions. 

21. Plaintiffs claims are typical of the claims of the other members of the 
class, and plaintiff and all members of the class sustained damages as a result of defendants' 
wrongful conduct complained of herein. | 

22. Questions of law and fact common to members of the class predominate 
over any questions affecting any individual members of the class. These common questions of 
law and fact include: 

a. Whether defendants violated federal securities laws by making 
material misrepresentation or by omitting to state material facts necessary to render statements 
contained therein not misleading; 

b. Whether defendants acted with knowledge or with reckless 
disregard for the truth in omitting to state such material facts; 

c. Whether the market price of the Company's securities during the 
class period were artificially inflated due to the non-disclosure and/or misrepresentations 
complained of herein; 

d. Whether the members of the class have sustained damages and, if 
so, what is the proper measure thereof. 

23. Plaintiff will fairly and adequately protect the interests of the other 
members of the class. Plaintiff has retained counsel competent and experienced in class action 
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securities litigation. Plaintiff has no interests antagonistic to, or in conflict with, the class he 
seeks to represent. 

24. A class action is superior to other available methods of the fair and 
efficient adjudication of the claims asserted herein, because joinder of all members is 
impracticable. Furthermore, because the damages suffered by the individual class members 
may be relatively small in relation to the potential costs of a litigation of this complexity, the 
expense and burden of individual litigation make it impractical for the class members 
individually to redress the wrongs done to them. 

SUBSTANTIVE ALLEGATIONS 

25.  Tyco’s earnings are based largely on acquisitions. Through its 
acquisitions, Tyco was able to manipulate financial results of the acquired companies in order to 
enhance the appearance of its performance and thereby inflate its stock price. Between 1996 and 
the present, Tyco reported $4 billion in non-recurrent charges for lay-offs and plant closings of 
companies that it bought, thus inflating its own operating margin growth. Tyco then used 
restructuring reserves to pad its earnings. 

26. | During the three years preceding December 8, 1999, Tyco made 
approximately $30 billion in acquisitions, $23 billion of it paid for in Tyco's stock, The income 
and value of the companies that Tyco acquired generally appeared to increase dramatically after 
the acquisitions. On October 22, 1998, Tyco announced earnings for fiscal 1998 (ended 
9/30/ 9 8). The Company reported an increase of 64% over the previous year’s earnings (which, 
the ης disclosed, reflected sou with companies called ADT, Keystone and Inbrand). 
On October 21, 1999, Tyco announce that its fiscal ‘99 net earnings, before charges, more than 
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doubled to $2.6 billion. Sales increased 83% from 1998. is $22.5 billion. Tyco attributed the 
increases to Tyco's management and operational skills. 

27. In truth and in fact , the increases were in large part the result of 
accounting manipulations. 


28. | Onorabout October 13, 1999, the TV network, CNBC, discussed a recent 


report by fund manager and investment newsletter pubishe| ] that raised issues about τ 
Tyco's accounting. Thd feport alleged that Tyco's rate of earnings growth was achieved by 
improperly excluding charges and accruals from its financial results, and charging them instead 
as "one time" acquisition-related ΙΝ; reported that Tyco's acquisition-related 
charges resulted in "cookie jar" reserves that Tyco was able to manipulate in order to enhance its 
earnings. 
29. Not guttis the market price of Tyco declined immediately in the 
wake of these reports. In an effort to stop the bleeding, defende] | on October 14, m 


1999 issued a vehement denial of th report, calling it "false and baseless," according {ο a 
Bloomberg report. A Business Week article on November 1, 1999 also quoted] | as 
having told securities analysts at 8:00 a.m. on October 14, 1999 that "there are no irregularities 
[in Tyco’s books] no investigations and no reason for any investigation" (bracketed materials 
supplied by Business Week). 

30. While the market was still attempting to come to grips with the 
aforementioned reports of accounting manipulations, the New York Times raised issues 
ο Tyco's aggressive σος. uisition accounting that also had a huge impact on Tyco's 
reported jus of earnings growth. According to an October 29, 1999 New York Times article as 
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well as an October 31, 1999 Wall Street Journal article, din of Tyco's earnings growth rate 
during the class period resulted from the fact that companies acquired by Tyco took huge charges 
shortly before being acquired by Tyco. Because these companies were acquired by Tyco shortly 
thereafter, these charges were not reflected on any SEC filings issued by those companies. 
Instead, the charges for the first time were reflected on Tyco's financial statements in the years 
following the acquisitions, where Tyco's prior year earnings were restated to reflect the results of 
the acquired companies. In those reports, Tyco's "current" results were compared to restated 
"prior" results that included these huge charges. The effect of this practice was to make Tyco's 
earnings growth rate appear greater than it actually was. 

8. As of August 28, 1997 Tyco acquired Inbrand Corp., a 
manufacturer and distributor principally of adult incontinence products, feminine hygiene 
products and disposable baby diapers to hospitals, retail and alternative care sites throughout the 
United States and Europe, as well as for $398 million in Tyco stock. Before it was acquired 
Inbrand took a $25 million write-off. That write-off was never reported to investors. 

b. | During October 1998 Tyco acquired U.S. Surgical Corp., a medical 
supply maker, for $3.17 billion in Tyco stock. Just before the n: U.S. Surgical took a 
$322 million one time charge. The charge was never reported to investors. 

c. In April 1999 Tyco acquired AMP, Inc., an electrical connection 
maker, for $11.9 billion in Tyco stock. Shortly before the takeover, AMP, Inc. took charges of 


$304. million. Those charges were never reported to investors. 
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31. On July 27, 1997, Tyco announced that its earnings for the 1997 fiscal 
year, which had ended on June 30, 1997, were $419 million,"an all-time high," a 35 percent 
increase over the prior year. 

32. | On August 28, 1997, the date as of which the Inbrand acquisition was 
concluded, Tyco's fiscal year ended on June 30. Thereafter, on October 21, 1997, Tyco 
announced that it had changed its fiscal year to one ending September 30. This change of its 
fiscal year enabled Tyco to include Inbrand's income in that of Tyco for the 1997 fiscal year. 
Because of the $25 million write off taken by Inbrand shortly before the merger, Tyco's increase 
in income from the prior fiscal year was $25 million more than it would have been if the write 
off had not been taken and included in Tyco's computation of its 1997 income. 

33. | According to Tyco's Form 10K for the fiscal year ended September 30, 
1998, signed on January 28, 1999, Tyco 1997 fiscal year results were restated to reflect a net loss 
of $769.61 million for the fiscal year ended September 30, 1997. 

34. According to the 1998 Form 10K Tyco had net income of $903.5 million 
for the fiscal year ended September 30, 1998. 

35. | According to an announcement of October 21, 1999, Tyco had a net 
income of $1.18 billion for the fiscal year ended September 30, 1999. This represented an 
increase of 3196 over the prior year. However, the 1998 results had been restated to reflect the 
mergers with AMP and U.S. Surgical. Accordingly, the "substantial increase" over 1998's net 
income was a product of the write offs of the incomes taken by AMP and U.S. Surgical shortly 


before their respective mergers with Tyco totaling $626 million. Thus Tyco's 1999 income 


Φ | Φ 
exceeded its 1998 income by $626 million more than would have been the case had the write- 
offs not been taken prior to the merger. 

36. The accounting gimmick of causing a company that was to be acquired to 
take substantial charges to income shortly before the acquisition was to be effected was done 
almost only when the acquisition was to be a stock for stock transaction. A stock for stock 
transaction permitted Tyco to use a pooling-of-interest method of accounting pursuant to which 
the foregoing accountant ploys were performed. On those few occasions when a cash purchase 
occurred, and the pooling-of-interest method of accounting could not be used, charges to 
earnings were generally not taken by the acquired company shortly before the consummation of 
the transaction. Accordingly, defendants knew or recklessly disregarded the fraudulent nature of 
their acts. 

37. From 1992 to early October of 1999 Tyco’s market value.grew from $1.7 
billion to over $80 billion. 

38. According to a New York Times article of October 29, 1999, U.S. Surgical 
took a $190 million write-off to lower its asset values just before Tyco’s acquired it. That 
allowed Tyco to tout its supposed "ability" to "turnaround" the acquired company. Additionally, 
Tyco could boost profits by reducing depreciation charges. This item never was disclosed in any 
of the Company’s SEC filings. l 

39. The reports challenging Tyco's accounting practices had significant 
impacts on the Company's market price. For example, on October 12, 1999, the day before the 

ENT was published, Tyco stock traded at a (split adjusted) price of $51.6875 per share. By Ps 
the following day, it had fallen $48.5, and, by October 14, 1999, following dissemination of 
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these reports on CNBC, the price had fallen to $43.5 per share. Similarly, during the 2 fading 
days following the late-October New York Times and Wall Street Journal reports questioning the 
pre-acquisition charges taken by companies that Tyco acquired, the Company’s stock price fell 
from $44 per share to $35.5 per share. However, due to defendants’ repeated denials of the | 
reports concerning the accounting irregularities, Tyco's stock price continued to trade at 
artificially inflated levels didi S class period. However, the bottom fell out on 
December 9, 1999 after Tyco admitted that the SEC had commenced an inquiry into the 
Company's accounting practices. This announcement caused Tyco's stock price to open at $25 
per share, a decline of $11.25 per share (or more than 3196 of its value) that day. 
INAPPLICABILITY OF STATUTORY SAFE HARBOR 

40. The statutory safe harbor provided for forward-looking statements under 
certain circumstances does not apply to any of the allegedly false statements pleaded in this 
complaint. Many of the statements pleaded herein were not specifically identified as "forward- 


looking statements" when made. To the extent there were any forward looking statements, there 


were no meaningful cautionary statements identifying the important then-present factors that 
could and did cause actual results to differ materially from those in the purportedly forward- 
looking statements. Alternatively, to the extent that the statutory safe harbor does apply to any 
forward-looking statements pleaded herein, defendants are liable for those false forward-looking 
statements because at the time each of those forward-looking statements was made, the particular 
speaker knew that the particular forward-looking statement was false or misleading, knew of and 


failed to disclose adverse information relating to the forward-looking statements and/or the 
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forward-looking statement was authorized and/or — by an executive officer of Tyco who 
knew that those statements were false when made. 

41. — Any warnings contained in the press releases and the financial statements 
quoted herein were generic statements of the kind of risks that affect any company of the type 
that manufacture and assemble electronics products and misleadingly contained no specific 
factual disclosure of any of Tyco's accounting irregularities. 

COUNTI 
VIOLATION OF 8 10(b) OF THE 1934 ACT 
AND RULE 10b-5 PROMULGATED THEREUNDER 
ON BEHALF OF THE ENTIRE CLASS AGAINST ALL DEFENDANTS 

42. Plaintiff repeats and realleges each and every allegation contained in the 
above paragraphs, as if fully set forth herein. This claim is asserted against all defendants, and 
each of them. 

43. . During the class period, defendants, and each of them, carried out a plan, . 
scheme and course of conduct which was intended to and, throughout the class period, did: (i) 
deceive the investing public, including plaintiff and the Class; (ii) artificially inflate and maintain 
the market price of Tyco securities; and (iii) cause plaintiff and the Class to purchase or 
otherwise acquire Tyco securities at inflated prices. In furtherance of this unlawful scheme, plan 
and course of conduct, defendants took the actions set forth herein. 

44. Defendants (a) employed devices, schemes, and artifices to defraud; (b) 
made untrue statements of material fact and/or omitted to state material facts necessary to make 
the ο ο. made not misleading; ador (c) engaged in acts, practices, and a course of 
business which operated as a fraud and deceit upon the purchasers and/or acquirers of the 
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Company's stock in an effort to maintain artificially high market prices for Tyco securities in 
violation of ὃ 10(b) of the 1934 Act, 15 U.S.C. 78j(b), and Rule 10b-5 promulgated thereunder, 
17 C.F.R. 240.10b-5. Defendants are sued either as primary participants in the wrongful and 
illegal conduct charged herein or as controlling persons as alleged below. 

45. In addition to the duties of full disclosure imposed on defendants as a 
result of their making of affirmative statements and reports, or participation in the making of 
affirmative statements and reports to the investing public, they had a duty to promptly 
disseminate truthful information that would be material to investors, in compliance with the 
integrated disclosure provisions of the SEC as embodied in SEC Regulations S-X (17 C.F.R. $ 
210.01 et seq.) and S-K (17 C.F.R. § 229.10 et seq.) and other SEC regulations, including 
truthful, complete and accurate information with respect to the Company's operations and 
performance so that the market prices of the Company's publicly traded securities would be 
based on truthful, complete and accurate information. 

46. Defendants, individually and in concert, directly and indirectly, by the use | 
of means and instrumentalities of interstate commerce and/or of the mails, engaged and 
participated in a continuous course of conduct to conceal adverse material information about the 
Company's financial results, businesses, operations, and future outlook as specified herein. 
Defendants employed devices, schemes, and artifices to defraud, while in possession of material 
adverse non-public information, and engaged in acts, practices, and a course of conduct as 
alleged herein, in an effort to assure investors of Tyco's earnings, assets, revenues expenses and 
the accuracy of the Company's financial reporting performance, which included the making of, or 
the participation in the making of, untrue statements of material facts and ornitting to state 
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material facts necessary in order to make the statements made about the Company's financial and 
business operations in the light of the circumstances under which they were made, not 
misleading, as set forth more particularly herein, and engaged in transactions, practices, and a 
course of business which operated as a fraud and deceit upon the purchasers and/or acquirers of 
Tyco securities during the class period. 

47. The Individual Defendants' primary liability and controlling person 
liability arise from the following facts: (1) they were high-level executives and directors of the 
Company during the class period and were members of the Company's management team; (ii) by 
virtue of their responsibilities and activities as senior officers of the Company, they were privy to 
and participated in the drafting, reviewing, and/or approving the misleading statements, releases, 
reports, and other public representations of and about Tyco, and/or-signed the Company's public 
filings with the SEC, which public filings contained the allegedly materially misleading 
statements; (iii) they knew or had access to the material adverse non-public information about the 
financial results of Tyco which were not disclosed; and (iv) they were aware of the Company's 
dissemination of information to the investing public which they knew or recklessly disregarded 
was materially false and misleading. 

48. Each of the defendants had actual knowledge of the misrepresentations 
and omissions of material facts set forth herein, or acted with reckless disregard for the truth in 
that they failed to ascertain and to disclose such facts, even though such facts were available to 
them. Defendants' material misrepresentations and/or omissions were done knowingly or 
recklessly and for the purpose and effect of concealing Tyco's accounting irregularities affairs, 
from the investing public and supporting the artificially inflated price of its securities. As 
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demonstrated by defendants' statements throughout the ds. pared: if they did not have actual - 
knowledge of the misrepresentations and omissions alleged, they were reckless in failing to 
obtain such knowledge by deliberately refraining from taking those steps necessary to discover 
whether those statements were false or misleading. 

49. Defendants motives for inflating the price of Tyco’s securities during the 
class period included, inter alia, the desire to effect sales of their Tyco shares as detailed above. 
Additionally, Tyco used its inflated shares to purchase Inbrand in August 1997, U.S. Surgical 
Corp. on October 1, 1998, Raychem, Inc. in August 1999, and AMP, Inc. on April 2, 1999. - | 

50. As a result of the dissemination of the materially false and misleading 
information and/or defendants’ failure to disclose material facts, as set forth herein, the market 
price of Tyco securities was artificially inflated during the class period. In ignorance of the fact 
that the market price of Tyco's publicly-traded securities was artificially inflated, and relying 
directly or indirectly on the false and misleading statements made by defendants, or upon the 
integrity of the market in which the securities trade, and the truth of any representations made to 
appropriate agencies as to the investing public, at the times at which any statements were made, 
and/or on the absence of material adverse information that was known to or recklessly 
disregarded by defendants but not disclosed in public statements by such defendants during the 
class period, plaintiff and the Class purchased or otherwise acquired for value Tyco securities 
during the class period at artificially high prices and were damaged thereby. 

5]. At the time of such misstatements and omissions, plaintiff and the Class 
were € of their falsity, and believed them to be true. Had plaintiff and the Class and the 
marketplace known of the true financial condition of the Company, all of which were not 
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disclosed by defendants, plaintiff and the Class odd not have purchased or otherwise acquired 
their Tyco securities during the class period, or, if they had purchased or otherwise acquired such 
securities during the class period, they would not have done so at the artificially inflated prices 
which they had paid. 

52. By virtue of the foregoing, defendants have violated § 10(b) of the 1934 
Act, and Rule 10b-5 promulgated thereunder. 

53. As a direct and proximate result of defendants' wrongful conduct, plaintiff 
and the Class suffered damages. 
COUNT II 


VIOLATION OF § 20(a) OF THE 1934 ACT 
ON BEHALF OF THE ENTIRE CLASS AGAINST THE INDIVIDUAL DEFENDANTS 


54. Plaintiff repeats and η σοι and every allegation contained in the 
above paragraphs, as if fully set forth herein. This claim is asserted against the Individual 
Defendants, and each of them. 

55. The Individual Defendants and each of them acted as a controlling person 
of Tyco within the meaning of $ 20(a) of the 1934 Act, as alleged herein. By virtue of their 
executive positions, and positions on the Board of Directors, each had the power to influence and 
control and did influence and control, directly or indirectly, the decision-making of the 
Company, including the content and dissemination of the various statements which plaintiff 
contend are false and misleading. The Individual Defendants were provided with or had 
unlimited access to copies of the Company's internal reports, press releases, public filings, and 


other statements alleged by plaintiff to be misleading prior to and/or shortly after these 
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statements were issued and fad the ability to "— ds issuance of the státements or cause the 
statements to be corrected. 

56. In particular, each of the Individual Defendants had direct involvement in 
the day-to-day operations of the Company and therefore, are presumed to have had the power to 
control or influence the particular transactions giving rise to the securities violations as alleged 
herein, especially by virtue of their senior positions, and exercised the same. 

57. | As set forth above, Tyco and the Individual Defendants violated $ 10(b) 
and Rule 10b-5 by their acts and omissions as alleged herein. By virtue of their positions as 
controlling persons of Tyco, each of the Individual Defendants is liable pursuant 6 $ 20(a) of the 
1934 Act. As a direct and proximate result of the Individual Defendants' wrongful conduct, 
plaintiff and the Class suffered damages. 

PRAYER FOR RELIEF 
WHEREFORE, plaintiff demands ne 

A. determining that the instant action is a proper class action maintainable 
under Rule 23 of the Federal Rules of Civil Procedure; 

B. awarding compensatory damages and/or recission as appropriate against 
the defendants and each of them, in favor of plaintiff and all members of the Class for damages 
sustained as a result of the defendants' wrongdoing; 

C awarding plaintiff and all members of the Class the costs and 
disbursements of this suit, including reasonable attorneys', accountants' and experts' fees; and 


D. awarding such other and further relief as may be just and proper. 
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JURY DEMAND 


Plaintiff hereby demands a trial by jury. 


Dated: December 9, 1999 
` Respectfully submitted, 


KIRBY McINERNEY & SQUIRE, LLP 


b6 
b7C 
By: 
830 Third Avenue 
10th Floor 


New York, New York 10022 


[ 
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CERTIFICATION OF irs PLAINTIFF 
WS 


|. 0000 Jesiaincisen. declares, as to the 
claims asserted under the federal securities laws, that: 

1. Plaintiff has read the complaint filed in the 
action, and has authorized its filing on plaintiff's behalf. 

2. Plaintiff did not purchase Tyco international Ltd. 
securities at the direction of plaintiff's counsel ox in order to 
participate in this private action. 

3. Plaintiff is willing to serve as & representative 
party on behalf of the class, including providing testimony at 
deposition and trial, i£ necessary. 

4. Plaintiff's soie transaction in Tyco Incernational 
Ltda. securities during the class period get forth in the 
complaint was a purchase of 100 shares on October 26, 1999 at $44 
9/16 per share. 

5. During the three years prior to the date of this 


certification, the only instances in which plaintiff sought to 


serve as a representative party were 


Pana 


Ug. Plaintiff will not accept any payment for serving 
am a representative party on behalf of the class beyond the 
plaintiff's pro rata share of any class recovery, except as 
ordered or approved by the Court. 
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I declare under penalty of perjury that the foregoing 


th 5 
is true and correct.  Executed this qe day of DECEMBER , 1995. 


b6 
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UNITED STATES DISTRICT COURT e A'Í 
SOUTHERN DISTRICT OF NEW YORK 9 9 CIV. 1 


on Behalf of Himself and .. Ὅσο 
Α l Others Similarly Situated, . Case No 


Plaintiff, 
CLASS ACTION COMPLAINT 


: b6 
L | : JURY TRIAL DEMANDED b7c 


Defendants. ' I ᾿ ° 
oe X ΄ 


Plaintiff, by his undersigned counsel, alleges the following upon personal knowledge as 
to himself and his acts and as to all other matters upon information and belief based upon, inter 
alia, the investigation made by and through his attorneys, including a review of the public filings 
of Tyco International Ltd. (*Tyco" or the *Company") with the Securities and Exchange 
Commission (“SEC”), and public statements made by or reasonably attributable to defendants or 
their agents as well as articles in the financial press concerning the Company. 

l. Plaintiff brings this class action against Tyco, and two members of its senior 
management, for securities fraud under δ 10(b) and 20(a) of the Securities Exchange Act of 
1934, on behalf of a class (the “Class”) comprised by all persons who purchased or acquired the 
securities of Tyco during the period from October 1, 1998, through December 8, 1999 (the “class 
period”), other than those person identified in Ἱ 19 below. 

2. During the class period, the price of Tyco's securities traded at artificially inflated 


prices due to defendants' material omissions and misrepresentations as detailed below. 
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JURISDICTION AND VENUE 

3. This Court has jurisdiction over the subject matter of this action pursuant to 
Section 27 of the Securities Exchange Act of 1934 ("Exchange Act"), 15 U.S.C. § 78aa and 28 
U.S.C. 8 1331. The claims asserted herein arise under sections 10(b) and 20(a) of the Exchange 
Act as amended, 15 U.S.C. § 78b(b) and $ 78t(a) and rule 10b-5, 17 C.F.R. § 240.10b-5, 
promulgated thereunder. 

4. Venue is proper in this district pursuant to section 27 of the Exchange Act and 28 
U.S.C. ὃ 1391(b). Many of the acts and transactions giving rise to the violations of law 


complained of herein, including the preparation and dissemination to plaintiff and other investors 


of false and misleading information, occurred in this district. In addition, Tyco maintains offices 


within this district at 712 Fifth Avenue, New York, New York 10019. 

5. In connection with the acts, conduct and other wrongs alleged in this complaint, 
the defendants, directly and indirectly, used the means and instrumentalities of interstate 
commerce, including the mail and telephone communications. 

THE PARTIES 

6. | Plaintiff α. Tyco common stock during the class period as 
reflected in the attached certification, and was damaged as a result of defendants' misconduct. 

7. Defendant Tyco International, Inc. ("Tyco" or the *Company") is a corporation 
organized under the laws of Bermuda with its offices throughout the United States including, 
inter alia, New York City. Tyco, through its subsidiaries, designs, manufacturers, and sells 
disposable medical supplies, electronic security and electrical components, flow control 
products, fire suppression and detection equipment and renders environmental services. As of 
June 30, 1999 there were in excess of 1 billion shares of Tyco's common stock outstanding. 
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δ. Defendants at all relevant times Tyco'f | ee 
a Between July 27 and July 30, 1999, defendant] ^ — [sola fi 
(split adjusted) Tyco shares at artificially inflated prices reaping proceeds of over [ e] 
These sales represented wed [qe holdings. | 
ον 5 ΡΕ"... at all relevant times Tyco's 
[ O OE Between July 27 and July 30, 1999, defendant b6 
| aa ove} |epa adjusted) Tyco shares at artificially inflated prices reaping "us 
proceeds of oed ] These sales represented od ή — mo holdings. 


10. Defendants | 0 Fottective, are referred to herein as the 


“Individual Defendants.” 

11. During the class period, both of the Individual Defendants, as senior executives 
and directors of Tyco, were privy to confidential and proprietary information concerning Tyco, 
its operations, finances, financial condition, and present and future business prospects. The 
Individual Defendants also had access to material adverse non-public information concerning 
Tyco. Because of their board memberships, committee memberships, and top executive and 
managerial positions with Tyco, both of the Individual Defendants had access to non-public 
information about its business, finances, products, markets and present and future business 
prospects via access to internal corporate mee conversations and connections with other 
corporate officers and employees, attendance at management and board of directors meetings and 
committees thereof and via reports and other information provided to them in connection 
therewith. Because of their possession of such information, both of the Individual Defendants 
knew or recklessly disregarded the accounting improprieties that were being concealed from 


investors. 
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12. | Each of the defendants is liable as a direct participant in, and a co-conspirator 
with respect to the wrongs complained of herein. In addition, the Individual Defendants, by 
reason of their status as senior officers and directors were “controlling persons" within the 
meaning of Section 20 of the Exchange Act and had the power and dnd to cause the 
Company to engage in the unlawful conduct complained of herein. Because of their positions of 
control, the Individual Defendants were able to and did, directly or indirectly, control the conduct 
of Tyco's business. 

13. The Individual Defendants, because of their positions with the Company, 
controlled and/or possessed the authority to control the contents of its reports, press releases and 
presentations to securities analysts and through them, to the investing public. The Individual 
Defendants were provided with copies of the Company’s reports and press releases alleged 
herein to be misleading, prior to or shortly after their issuance and had the ability and opportunity 
to prevent their issuance or cause them to be corrected. Thus, each of the defendants had the 
opportunity to commit the fraudulent acts alleged herein. 

14. Each of the defendants had substantial motives for committing the fraud 
complained of herein, including a desire to inflate the market price of Tyco’s stock in order to 
enable the Individual Defendants to reap higher profits from sales of their Tyco shares as detailed 
above. Moreover, Tyco intended to and did use its inflated shares to acquire other companies 


during the class period. ΄ 


DEFENDANTS' MISREPRESENTATIONS PROXIMATELY CAUSED 
PLAINTIFF'S DAMAGES THROUGH A FRAUD ON THE MARKET 


15. — At all relevant times, the market for Tyco's securities was an efficient market that 
promptly digested current information with respect to the Company from all publicly-available 
sources and reflected such information in Tyco's stock price. 

16.  Thecommon stock of Tyco met the requirements for listing, and was listed and 
traded on the New York Stock Exchange, a highly developed and efficient market. During the 
class period, Tyco stock was heavily traded, with volume averaging at least approximately 30 
million shares daily. Tyco filed periodic public reports with the SEC, and was followed by 
analysts from major brokerages, including Goldman Sachs, Solomon Smith Barney and T. Rowe 
Price. The reports of these analysts were redistributed to their customers and the public at large, 
and Tyco regularly issued press releases, which were carried by national newswires. Thus, the 
analyst reports and Tyco’s press releases entered the public marketplace. As a result, the market 
for Tyco securities promptly digested current information with respect to Tyco from all publicly- 
available sources, and reflected such information in Tyco's stock price. Plaintiff and other 
members of the Class relied on the integrity of the market price of Tyco's common stock. 

17. | As would be expected where a security is traded in an efficient market, material 
news concerning Tyco's business and prospects had an immediate effect on the market price of 
Tyco securities, as evidenced by the market price declines in the immediate aftermath of reports 
questioning the Company's accounting practices and news of the SEC investigation. 

18. At the times they purchased or otherwise acquired the Company's securities, 
plaintiff and other members of the Class were without knowledge of the facts concerning the 


wrongful conduct alleged herein and could not have reasonably discovered those facts. 


CLASS ACTION ALLEGATIONS 

19. Plaintiff brings this action as a class action pursuant to Rules 23(a) and (b)(3) of 
the Federal Rules of Civil Procedure, on behalf of themselves and all other purchasers or 
acquirors of Tyco securities during the class period. Excluded from the class are Tyco, its 
subsidiaries and affiliates, the Individual Defendants, members of the immediate families of each 
of the Individual Defendants, and any entities in which any of the defendants had a controlling 
interest, and the legal representatives, heirs, successors, predecessors in interest, affiliates or 
assigns of any of the defendants. 

20. The members of the class are so numerous that joinder of all class members is 
impracticable. On information and belief, there were hundreds, if not thousands of purchasers or 
acquirors of Tyco securities during the class period. These purchasers were geographically . 
dispersed in many different states and regions of the United States. As of October 29, 1999 there 
were at least 830 million shares of the Company's common stock outstanding. Throughout the 
class period, Tyco shares were actively traded on the New York Stock Exchange. The average 
daily volume of trading in Tyco common stock during the class period was approximately 9 
million shares. Therefore, many millions of shares of Tyco common stock were traded during 
the class period. Record owners and other members of the class may be identified from records 
maintained by Tyco and/or its transfer agent(s) and may be notified of the pendency of this 
action by mail and publication using forms of notice similar to those customarily used in 
securities class actions. 

: 21.  Plaintiff's claims are typical of the claims of the other members of the class, and 
plaintiff and all members of the class sustained damages as a result of defendants’ wrongful 


conduct complained of herein. 


22. | Questions of law and fact common to members of the Ties predominate over any 
questions affecting any individual members of the class. These common questions of law and 
fact include: 

8. Whether defendants violated federal securities laws by making material 
misrepresentation or by omitting to state material facts necessary to render statements contained 
therein not misleading; 

b. Whether defendants acted with knowledge or with reckless disregard for 
the truth in omitting to state such material facts; 

C. : Whether the market price of the Company's securities during the class 
period were artificially inflated due to the non-disclosure and/or misrepresentations complained 
of herein; 

d. Whether the members of the class have sustained damages and, if so, what 
is the proper measure thereof. 

23. Plaintiff will fairly and adequately protect the interests of the other members of 
the class. Plaintiff has retained counsel competent and experienced in class action securities 
litigation. Plaintiff has no interests antagonistic to, or in conflict with, the class he seeks to 
represent. 

24. Aclass action is superior to other available methods for the fair and efficient 
adjudication of the claims asserted herein, because joinder of all members is impracticable. 
Furthermore, because the damages suffered by the individual class members may be relatively 
small‘in relation to the potential costs of litigation of this complexity, the expense and burden of 
individual litigation make it impractical for the class members individually to redress the wrongs 


done to them. 


SUBSTANTIVE ALLEGATIONS 

25.  Tyco’s earnings are based largely on acquisitions. Through its acquisitions, Tyco 
was able to manipulate financial results of the acquired companies in order to enhance the 
appearance of its performance and thereby inflate its stock price. Between 1996 and the present, 
Tyco reported $4 billion in non-recurrent charges for layoffs and plant closings of companies that 
it bought, thus inflating its own operating margin growth. Tyco then used restructuring reserves 
to pad its earnings. 

26. During the three years preceding December 8, 1999, Tyco made approximately 
$30 billion in acquisitions, $23 billion of it paid for in Tyco's stock. The income and value of 
the companies that Tyco acquired generally appeared to increased dramatically after the 
acquisitions. On October 22, 1998, Tyco announced earnings for fiscal 1998 (ended 9/30/98). 

. The Company reported an increase of 6496 over the previous year's earnings (which, the 
Company disclosed, reflected mergers with the companies called ADT, Keystone and Inbrand). 
On October 21, 1999, Tyco announce that its fiscal ‘99 net earnings, before charges, more than 
doubled to $2.6 billion. Sales increased 8396 from 1998 to $22.5 billion. Tyco attributed the 
increases to Tyco's management and operational skills. 

27. |. In truth and in fact, the increases were in large part the result of accounting 
manipulations. 

28. On or about October 13, 1999, the TV network, CNBC, discussed a recent report 
by fund manager and investment newsletter publishe| ] that raised issues about 
Tyco's accounting. T | report alleged that Tyco's rate of earnings growth was achieved by 
improperly excluding charges and accruals from its financial results, and charging them instead 
as “one time" acquisition-related iems| piso reported that Tyco's acquisitions-related 
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charges resulted in “cookie jar" reserves that Tyco was able to manipulate in order to enhance its 
earnings. 
29. | Not surprisingly, the market price of Tyco declined immediately in the wake of 


these reports. In an effort to stop the bleeding, defendan | on October 14, 1999 issued - 


a vehement denial of td — [report calling it “false and baseless,” according to Bloomberg "ie 


report. A Business Week article on November 1, 1999 also quoted fs having told 
securities analysts at 8:00 a.m. on October 14, 1999 that “there are no irregularities [in Tyco’s 
books] no investigations and no reason for any investigation" (bracketed materials supplied by 
Business Week). 

30. While the market was still attempting to come to grips with the aforementioned 
reports of accounting manipulations, The New York Times raised issues concerning Tyco's 
aggressive pre-acquisition accounting that also had a huge impact on Tyco's reported rate of 
earnings growth. According to an October 29, 1999 The New York Times article as well as 
October 31, 1999 The Wall Street Journal article, much of Tyoo’s earnings growth rate during 
the class period resulted from the fact that companies acquired by Tyco took huge charges 
shortly before being acquired by Tyco. Because these companies were acquired by Tyco shortly 
thereafter, these charges were not reflected on any SEC filings issued by those companies. 
Instead, the charges for the first time were reflected on Tyco’s financial statements in the years 
following the acquisitions, where Tyco’s prior year earnings were restated to reflect the results of 
the acquired companies. In those reports, Tyco’s “current” results were compared to restated 
“prior” results that included these huge charges. The effect of this practice was to make Tyco’s 


earnings growth rate appear greater than it actually was. 


8. As of August 28, 1997 Tyco iud Inbrand Corp., a manufacturer and 
distributor principally of adult incontinence products, feminine hygiene products and disposable 
baby diapers to hospitals, retail and alternative care sites throughout the United States and 
Europe, for $398 million in Tyco stock. Before it was acquired Inbrand took a $25 million write- 
off. That write-off was never reported to investors. | 

b. On October 1, 1998, Tyco announced that U.S. Surgical Corporation's 
shareholders have overwhelmingly approved Tyco's acquisition of U.S. Surgical, a medical 
supply maker, for $3.17 billion in TM stock. Tyco announced that the merger will be effective 
on October 1, 1998. Just before the takeover, U.S. Surgical took a $322 million one time charge. 
The charge was never reported to investors. 

c. In April 1999 Tyco acquired AMP, Inc., an electrical connection maker, 
for $11.9 billion in Tyco stock. Shortly before the takeover, AMP, Inc. took charges of $304 
million. Those charges were never reported to investors. 

31. On July 27, 1997, Tyco announced that its earnings for the 1997 fiscal year, 
which had ended on June 30, 1997, were $419 million, “an all-time high,” a 35 percent increase 
over the prior year. 

32. | On August 28, 1997, the date as of which the Inbrand acquisition was concluded, 
Tyco’s fiscal year ended on June 30. Thereafter, on October 21, 1997, Tyco announced that it 
had changed its fiscal year to one ending September 30. This change of its fiscal year enabled 
Tyco to include Inbrand's income in that of Tyco for the 1997 fiscal year. Because of the $25 | 
million write off taken by Inbrand shortly before the merger, Tyco's increase in income from the 
prior fiscal year was $25 million more than it would have been if the write off had not been taken 


and included in Tyco's computation of its 1997 income. 
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33. | According to Tyco’s Form 10K for the fiscal year ended September 30, 1998, 
signed on January 28, 1999, Tyco 1997 fiscal year results were restated to reflect a net loss of 
$769.61 million for the fiscal year ended September 30, 1997. 

34. | According to the 1998 Form 10K Tyco had net income of $903.5 million for the 
fiscal year ended September 30, 1998. 

35. According to an announcement on October 21, 1999, Tyco had a net income of 
$1.18 billion for the fiscal year ended September 30, 1999. This represented an increase of 3196 
over the prior year. However, the 1998 results had been restated to reflect the mergers with AMP 
and U.S. Surgical. Accordingly, the "substantial increase" over 1998's net income was a product 
of the write offs of the incomes taken by AMP and U.S. Surgical shortly before their respective 
mergers with Tyco totaling $626 million. Thus Tyco's 1999 income exceeded its 1998 icone 
by $626 million more than would have been the case had the write-offs not been taken prior to 
the merger. 

36. The accounting gimmick of causing a company that was to be acquired to take 
substantial charges to income shortly before the acquisition was to be effected was done almost 
only when the acquisition was to be a stock transaction. A stock for stock transaction permitted 
Tyco to use a pooling-of-interest method of accounting pursuant to which the foregoing 
accountant ploys were performed. On those few occasions when a cash purchase occurred, and 
the pooling-of-interest method of accounting could not be used, charges to earnings were 
generally not taken by the acquired company shortly before the consummation of the transaction. 
Accordingly, defendants knew or recklessly disregarded the fraudulent nature of their acts. 

37. | From 1992 to early October of 1999 Tyco’s market value grew from $1.7 billion 
to ope $80 billion. 
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38. ^ According to The New York Times article of October 29, 1999, U.S. Surgical 
took a $190 million write-off to lower its asset values just before Tyco acquired it. That allowed 
Tyco to tout its supposed "ability" to turnaround" the acquired company. Additionally, Tyco 
could boost profits by reducing depreciation charges. This item never was disclosed in any of 
the Company's SEC filings. 

39. The reports challenging Tyco's accounting practices had significant impacts on 
the Company's market price. For example, on October 12, 1999, the day before the| report iit 
was published, Tyco stock traded at a (split adjusted) price of $51.6875 per share. By the 
following day, it had fallen to $48.50, and by October 14, 1999, following dissemination of these 
reports on CNBC, the price had fallen to $43.50 per share. Similarly, during the 2 trading days 
following the late-October The New York Times and The Wall Street Journal reports questioning 
the pre-acquisition charges taken by companies that Tyco acquired, the Company's stock price 
fell from $44 per share to $35.5 per share. However, due to defendants' repeated denials of the 
reports concerning the accounting irregularities, Tyco's stock price continued to trade at 
artificially inflated levels throughout the class period. However, the bottom fell out on 
December 9, 1999 after Tyco admitted that the SEC had commenced an inquiry into the 
Company's accounting practices. This announcement caused Tyco's stock price to open at $25 
per share, a decline of $11.25 per share (or more than 3196 of its value) that day. 

INAPPLICABILITY OF STATUTORY SAFE HARBOR 

40. The statutory safe harbor provided for forward-looking statements under certain 
circumstances does not apply to any of the allegedly false statements pleaded in this complaint. 
Many of the statements pleaded herein were not specifically identified as “forward-looking 
ο. when made. To the extent there were any forward looking statements, there were no 
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meaningful cautionary statements identifying the important then-present factors that could and 
did cause actual results to differ materially from those in the purportedly forward-looking 
statements. Alternatively, to the extent that the statutory safe harbor does apply to any forward- 
looking statements pleaded herein, defendants are liable for those false forward-looking 
statements because at the time each of those forward-looking statements was made, the particular 
speaker knew that the particular forward-looking statement was false or misleading, knew of and 
failed to disclose adverse information relating to the forward-looking statements and/or the 
forward-looking statement was authorized and/or approved by an executive officer of Tyco who 
knew that those statements were false when made. 

4l. | Any warnings contained in the press releases and the financial statements quoted 
herein were generic statements of the kind of risks that affect any company of the type that 
manufacture and assemble electronics products and misleadingly contained no specific factual 
disclosure of any of Tyco's accountings irregularities. 

| COUNTI 
VIOLATION OF § 10(b) OF THE 1934 ACT 
AND RULE 10b-5 PROMULGATED THEREUNDER 
ON BEHALF OF THE ENTIRE CLASS AGAINST ALL DEFENDANTS 

42. Plaintiff repeats and alleges each and every allegation contained in the above 
paragraphs, as if fully set forth herein. This claim is asserted against all defendants, and each of 
them. 

43. | During the class period, defendants, and each of them, carried out a plan, scheme 
and course of conduct which was intended to and, throughout the class period, did: (i) deceive 
the investing public, including plaintiff and the Class; (ii) artificially inflate and maintain the 
market price of Tyco securities; and (iii) cause plaintiff and the Class to purchase or otherwise 
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acquire Tyco securities at inflated prices. In furtherance of this unlawful scheme, plan and 
course of conduct, defendants took the actions set forth herein. 

44. Defendants (a) employed devices, schemes, and artifices to defraud; (b).made 
untrue statements of material fact and/or omitted to state material facts necessary to make the 
statements made not misleading; and/or © engage in acts, practices, and a course of business 
which operated as a fraud and deceit upon the purchasers and/or acquirers of the Company’s 
stock in an effort to maintain artificially high market prices for Tyco securities in violation of § 
10(b) of the 1934 Act, 15 U.S.C. 78j(b), and Rule 10b-5 promulgated thereunder, 17 C.F.R. 
240.10b-5. Defendants are sued either as primary participants in the wrongful and illegal 
conduct charged herein or as controlling persons as alleged below. 

45. In addition to the duties of full disclosure imposed on defendants as a result of 
their making of affirmative statements and reports, or participation in the making of affirmative 
statements and reports to the investing public, they had a duty to promptly disseminate truthful 
information that would be material to investors, in compliance with the integrated disclosure 
provisions of the SEC as embodied in SEC Regulations S-X (17 C.F.R. § 210.01 et seq.) and S-K 
(17 C.F.R. § 229.10 a and other SEC regulations, including truthful, complete and accurate 
information with respect to the Company's operations and performance so that the market prices 
of the Company's publicly traded securities would be based on truthful, complete and accurate 
information. | 

46. Defendants, individually and in concert, directly and indirectly, by the use of 
means and instrumentalities of interstate commerce and/or the mails, engaged and participated in 
a continuous course of conduct to conceal adverse material information about the Company's 
financial results, businesses, operations, and future outlook as specified herein. Defendants 
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employed devises, schemes, and artifices to defraud, while in possession of material adverse non- 
public information, and engaged in acts, practices, and a course of conduct as alleged herein, in 
an effort to assure investors of Tyco's earnings, assets, revenues expenses and the accuracy of the 
Company's financial reporting of performance, which included the making of, or the 
participation in the making of, untrue statements of material facts and omitting to state material 
facts necessary in order to make the statements made about the Company's financial and 
business operations in the light of the circumstances under which they were made, not 
misleading, as set forth more particularly herein, and engaged in transactions, practices, and a 
course of business which operated as a fraud and deceit upon the purchasers and/or acquirers of 
Tyco securities during the class period. 

47. The Individual Defendants’ primary liability and controlling person liability arise 
from the following facts: (i) they were high-level executives and directors of the Company 
during the class period and were members of the Company’s management team; (ii) by virtue of 
their responsibilities and activities as senior officers of the Company, they were privy to and 
participated in the drafting, reviewing, and/or approving the misleading statements, releases, 
reports, and other public representations of and about Tyco, and/or signed the Company’s public 
filings with the SEC, which public filings contained the allegedly materially misleading 
statements; (iii) they knew or had access to the material adverse non-public information about the 
financial results of Tyco which were 3 disclosed; and (iv) they were aware of the Company's 
dissemination of information to the investing public which they knew or recklessly disregarded 
was materially false and misleading. 

48. Each ofthe defendants had actual knowledge of the misrepresentations and 
ος of material facts set forth herein, or acted with reckless disregard for the truth in that 
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they failed to ascertain and to disclose such facts, even though such facts were available to them. 
Defendants' material misrepresentations and/or omissions were done knowingly or recklessly 
and for the purpose and effect of concealing Tyco's accounting irregularities from the investing 
public and supporting the artificially inflated price of its securities. As demonstrated by 
defendants’ statements throughout the class period, if they did not have actual knowledge of the 
misrepresentations and omissions alleged, they were reckless in failing to obtain such knowledge 
by deliberately refraining from taking those steps necessary to discovery whether those 
statements were false or misleading. 

49. Defendants’ motives for inflating the price of Tyco's securities during the class 
period included, inter alia, the desire to effect sales of their Tyco shares as detailed above. 
Additionally, Tyco used its inflated shares to purchase Inbrand in August 1997, U.S. Surgical 
Corp. on October 1, 1998, Raychem, Inc. in August 1999, and AMP, Inc. on April 2, 1990, 

50. As a result of the dissemination of the materially false and misleading information 
and/or defendants’ failure to disclose material facts, as set forth herein, the market price of Tyco 
securities was artificially inflated during the class period. In ignorance of the fact that the market 
price of Tyco's publicly-traded securities was artificially inflated, and relying directly or 
indirectly on the false and misleading statements made by defendants, or upon the integrity of the 
market in which the securities trade, and the truth of any representations made to appropriate 
agencies as to the investing public, at the times at which any statements were made, and/or on the 
absence of material adverse information that was known to or recklessly disregarded by 
defendants but not disclosed in public statements by such defendants during the class period, 
plaintiff and the Class purchased or otherwise acquired for value Tyco securities.during the class 
period at artificially high prices and were damaged thereby. 
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51. At the time of such misstatements and omissions, plaintiff and the Class were 
ignorant of their falsity, and believed them to be true. Had plaintiff and the Class and the 
marketplace known of the true financial condition of the Company, all of which were not 
disclosed by defendants, plaintiff and the Class would not have purchased or diede acquired 
their Tyco securities during the class period, or, if they had purchased or otherwise acquired such 
securities during the class period, they would not have done so at artificially inflated prices. 

52. | By virtue of the foregoing, defendants have violated § 10(b) of the 1934 Act, and 
Rule 10b-5 promulgated thereunder. | 

53. — Asa direct and proximate result of defendants’ wrongful conduct, plaintiff and the 
Class suffered damages. 

COUNT II 


VIOLATION OF § 20(a) OF THE 1934 ACT 
ON BEHALF OF THE ENTIRE CLASS AGAINST THE INDIVIDUAL DEFENDANTS 


54. Plaintiff repeats and realleges each and every allegation contained in the above 
paragraphs, as if fully set forth herein. This claim is asserted against the Individual Defendants, 
and each of them. 

55. The Individual Defendants and each of them acted as a controlling person of Tyco 
within the meaning of $ 20(a) of the 1934 Act, as alleged herein. By virtue of their executive 
positions, and positions of the Board of Directors, each had the power to influence and control 
and did influence and control, directly or indirectly, the decision-making of the Company, 
including the content and dissemination of the various statements which plaintiff contend are 
false aa misleading. The Individual Defendants were provided with or had unlimited access to 


copies of the Company's internal reports, press releases, public filings, and other statements 
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alleged by plaintiff to be misleading prior to and/or shortly after these statements were issued and 
had the ability to prevent the issuance of the statements or cause the statements to be corrected. 

56. — In particular, each of the Individual Defendants had direct involvement in the day- 
to-day operations of the Company and therefore, are presumed to have had the power to control 
or influence the particular transactions giving rise to the securities violations as alleged herein, 
especially by virtue of their senior positions, and exercised the same. 

57. Asset forth above, Tyco and the Individual Defendants violated $ 10(b) and Rule 
10b-5 by their acts and omissions as alleged herein. By virtue of their positions as controlling 
persons of Tyco, each of the Individual Defendants is liable pursuant to $ 20(a) of the 1934 Act. 
As a direct and proximate result of the Individual Defendants’ wrongful conduct, plaintiff and 
the Class sufféred damages. 

PRAYER FOR RELIEF 

WHEREFORE, plaintiff demands judgment: 

A. determining that the instant action 1s a proper class action maintainable under 
Rule 23 of the Federal Rules of Civil Procedure; 

B. awarding compensation damages and/or recission as appropriate against 
defendants and each of them, in favor of plaintiff and all members of the Class for damages 
sustained as a result of the defendants’ wrongdoing; | 

C. awarding plaintiff and all members of the Class their costs and disbursements of 
this suit, including reasonable attorneys' fees, accountants' fees and experts' fees; and 


7 D. awarding such other and further relief as may be just and proper. 
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o o 
JURY TRIAL DEMANDED 
Plaintiff hereby demands a trial by jury. 
Dated: December 14, 1999 
WEISS & YOURMAN 


b6 
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551 Fifth Avenue 
Suite 1600 
New York, New York 10176 
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PLAINTIFF CERTIFICATION 


-ασ ("Plaintiff") hereby states that: eae 


1. Plaintiff has reviewed the complaint and has authorized 
the filing of the complaint on his/her behalf. 


25 Plaintiff did not purchase any common stock/securities of 
Tyco International Ltd. at the direction of his/her counsel or in 


order to participate in this private action. 


3. Plaintiff is willing to serve as a representative party 
on behalf of a class, including providing testimony at deposition 
and trial, if necessary. 


4. The following includes all of Plaintiff's transactions in 
Tyco International Ltd. common stock/securities during the class 


period specified in the complaint: 


Acquired 186 shares of Tyco International Ltd. in exchange for 
123 shares of United States Surgical Corporation 


5. Plaintiff has not served or sought to serve as a 
representative party on behalf of a class under the federal 
securities laws during the last three years, unless otherwise 
stated in the space below: 


Transitional Hospitals Corp. 


6. Plaintiff will not accept any payment for serving as a 
representative party on behalf of a class except to receive his pro 
rata share of any recovery, or as ordered or approved by the court 
including the award to a representative party of reasonable costs 
and expenses including lost wages relating to the representation of 
the class. 


Plaintiff declares under penalty of perjury that the foregoing 
is true and correct. 


Executed this / | day of , 1999 in 7 ένα Ah 
(City /| (State) 
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UNITED STATES DISTRICT COURT ; CIV pi o 8 
SOUTHERN DISTRICT OF NEW YORK. 9 9 a 1 < αρ 
ΑΟ φαν OD BP ῥα ἐπι καρ OP ἀπο ἐπὶ. ἐπὶ ἑν ουν x 
imself an others similarly situated, 
SX. Plaintise : Civil Action No. 
vA i 
qP | 
C V : 
NY : CLASS ACTION COMPLAINT 
b6 
b7c 
: JURY TRIAL DEMANDEP 
Defendants. 3 | 
€———————————————————————————————————————————————A x 
Plaintiff, individually and on behalf of all other persons similarly situated, by his 
undersigned counsel, for his complaint, alleges upon personal knowledge as to himself Büd his ~: 
own acts, and upon information and belief as to all other matters, based upon, inter alia, the = ae 
l E = m 
investigation made by and through his attorneys, as follows: = - b7C 
τς 
NATURE OF ACTION M. 
1. Plaintiff brings this action as a class action on behalf of himself and all other 


persons who purchased the common stock of Tyco International Ltd. (“Tyco” or the *Company?) 
on the open market during the period October 1, 1998 through and including December 9, 1999 
(the “Class Period") to recover damages caused by defendants’ violation of the federal securities 
laws. During the Class Period, defendants issued to the investing public false and misleading 
financial statements and press releases concerning Tyco's publicly reported revenue and net 
income. 


2 The materially false and misleading statements, which are described in detail 


below， concerned the Company's financial condition, and were contained in public statements, 
filings with the Securities and Exchange Commission (“SEC”) and press releases. As a result of 
these false and misleading statements, the market price of the Company's common stock was 
artificially inflated during the Class Period. 

3. Tyco has been pursuing an aggressive acquisition strategy for the past six years, 
having acquired over 120 firms during that period for more than $30 billion. In conjunction with 
those deals, the Company has taken approximately $3 billion in restructuring charges. 

4. Unfortunately for investors in Tyco, the Company never reported significant 
losses taken by companies it acquired -- AMP, Inc. (“AMP”) and United States Surgical 
Corporation (“USS”) -- in the fall of 1998. AMP and USS took these losses just before the 
acquisitions closed as sales dropped and expenses rose. These losses, however, were not 
reported to investors because by the time the companies’ reports would have been due, the 
acquisitions had been completed. 

5. On December 9, 1999, Tyco announced that the Securities and Exchange 
Commission (SEC”) would conduct an informal inquiry relating to charges taken in connection 
with the Company’s acquisitions. Thereafter, Tyco’s stock price dropped from $36.25 per share 
on December 8, 1999 to $27.875 per share on December 9, 1999, a drop of approximately 23%. 

JURISDICTION AND VENUE 

6. The claims alleged herein arise under Section 10(b) and 20(a) of the Securities 
Exchange Act of 1934 (the “Exchange Act”), 15 U.S.C. 88 78j(b) and 78t, and Rule 10b-5, 17 
CFRS 240.10b-5, promulgated thereunder. 


7. The jurisdiction of this Court is based on Section 27 of the Exchange Act, 15 


U.S.C. § 78aa and 28 U.S.C. § 1331 (federal question jurisdiction). 

8. Venue is proper in this District pursuant to Section 27 ofthe Exchange Act and 28 
U.S.C. δ 1391(b). Many of the acts alleged herein, including the dissemination of the misleading 
statements at issue to the investing public, occurred in substantial part in this District. 

9. In connection with the acts, transactions and conduct alleged herein, defendants 
used the means and instrumentalities of interstate commerce, including the United States mails, 
interstate telephone communications and the facilities of national securities exchanges and 
markets. 

THE PARTIES 

10. Plaintiff purchased shares of Tyco during the Class Period as set forth in the 
annexed certification. 

11. Defendant Tyco is incorporated and maintains its principal executive offices in 
Bermuda. Tyco is a diversified manufacturing and services company. It is the world's largest 
manufacturer and servicer of electrical and electronic components and undersea 
telecommunications systems, the world's largest manufacturer, installer and provider of fire- 
protection systems and electronic security services, and has strong leadership positions in 
disposable medical products, plastics and adhesives. The Company is also the world's largest 


manufacturer of flow-control valves. 


12. ΕΕ «. H and was at all relevant times, 


Defendant 


igned Tyco's Form 10-K for the fiscal year ended September 30, 1998 (the “1998 


10-K”). Between July 27, 1999 and July 30, ο βου nass of Tyco 
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Stock for between $99.50 and $100.51 per share, reaping proceeds of at least] | and 


on or about July 22,. t999) [οι aes of Tyco stock at $101.98 per share, 
reaping proceeds of in total, as a result of his wrongful insider sales] | 
reaped proceeds of ή | 


13. Defendan] | is and was at all relevant times, Tyco’s 
| au Tyco’s Forms 10-Q for the quarters ended December 31, 


1998 (the “December 1998 Form 10-Q”), March 31, 1999 (the “March 1999 Form 10-Q”) and 


June 30, 1999 (the “June 1999 Form 10-Q”) and the 1998 10-K. Between July 27, 1999 and July 


30, 1999 ped frares of Tyco stock for between $99.50 and $100.51 per share, 
reaping proceeds of at "EN and on or about July 22, 199) μιά | 


shares of Tyco stock at $101.98 per share, reaping proceeds off | In total, as a result 


of his wrongful insider sales,| heaped proceeds of wd | 
14, Defendan] ss and was at all relevant times, a 


[ O O Defendan]  þignea Tyco's 1998 10-K. On or 
about August 2, LEN μα S of Tyco stock for $100.79 per share, reaping 
proceeds (  ] and on or about April 19, 1999 — | sd frares of Tyco 
stock for $80.37 per share, reaping proceeds off | In total, as a result of his wrongful 
insider sales] σαροά proceeds of wd | 

15. Defendant] pP and was at all relevant times, a 
[ | Defendant] ^ ignea Tyco's 1998 10-Κ. Onor 
about July 22, πας. o Bees of Tyco stock for $100.72 per share, reaping 
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Φ e 
proceeds of $2,518,000. 
16. Defendant] — f and was at all relevant times, an E 
a ὧν. 
October 1, 1999] [ο aes of Tyco stock for $102.00 per share, reaping 


17. Defendm| —  ] is and was at all relevant imd | on 


1999[ þwned 223,201 shares of Tyco stock. On or about September 13, 1999) — | 


ο | shares of Tyco stock, reaping proceeds of wd | 
18. Deendm| is and was at all relevant timed | se 
μυ... since May 1993. On or about September 23, ο | 
sold  þbares of Tyco stock for $103.00 per share, reaping proceeds f | 


(collectively the “Individual Defendants”), as officers and/or directors.of the Company, are 
controlling persons of the Company within the meaning of Section 20 of the Exchange Act. By 
reason of their positions with the Company, they were able to and did, directly or indirectly, in 
whole or in material part, control the content of public statements issued by or on behalf of the 
Company. They participated in and approved the issuance of such statements made throughout 

. the Class Period, including the materially false and misleading statements identified herein. 

:20. By reason of their positions with the Individual Defendants had access to internal 

Company documents, reports and other information, including the adverse non-public 


information concerning the Company's services, financial condition, and future prospects, and 
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attended management and/or board of directors meetings. As a result of the foregoing, they were 
responsible for the truthfulness and accuracy of the Company's public reports and releases 
described herein. | 

21. Tyco and the Individual Defendants, as officers of a publicly-held company, had a 
duty to promptly disseminate truthful and accurate information with respect to Tyco and to 
promptly correct any public statements issued by or on behalf of the Company which had become 
false or misleading. 

22. Tyco and the Individual Defendants knew or recklessly disregarded that the 
misleading statements and omissions complained of herein would adversely affect the integrity of 
the market for the Company’s stock and would cause the price of the Company’s common stock 
to become artificially inflated. Each of the defendants acted knowingly or in such a reckless 
manner as to constitute a fraud and deceit upon plaintiff and the other members of the Class. 

23. Notwithstanding the duty to refrain from selling stock to the public while in 
possession of material adverse non-public information, as detailed herein, the Individual 
Defendants sold Tyco stock at artificially inflated prices during the Class Period, thereby 
profiting greatly from the fraudulent scheme and misuse of material non-public information. 

24. Defendants are liable, jointly and severally, as direct participants in and co- 
conspirators of, the wrongs complained of herein. 

CLASS ACTION ALLEGATIONS 

25. Plaintiff brings this action as a class action pursuant to Federal Rules of Civil 

ας 23(8) and (b)(3) on behalf of a class consisting of all persons who purchased Tyco 


common stock during the period from October 1, 1998 through and including December 9, 1999 


(the “Class Period") and who suffered damages thereby. Excluded are the defendants, members 
of the Individual Defendants' families, any entity in which any defendant has a controlling 
interest or is a parent or subsidiary of or is controlled by the Company, and the officers, directors, 
employees, affiliates, legal representatives, heirs, predecessors, successor and assigns of any of 
the defendants (the *Class"). 

26. | The members of the Class are so numerous that joinder of all members is 
impracticable. While the exact number of Class members is unknown to Plaintiff at this time 
and can only be ascertained through appropriate discovery, Plaintiff believes there are, at a 
minimum, thousands of members of the Class who traded during the Class Period. The 
Company had more than 830.7 million shares of its common stock outstanding as of July 22, 
1999. 

27. | Common questions of law and fact exist as to all members of the Class and 
predominate over any questions affecting solely individual members of the Class. Among the 


questions of law and fact common to the Class are: 


a) whether the federal securities laws were violated by defendants' acts as alleged 
herein; 
b) whether Tyco issued false and misleading financial statements during the Class 
Period; 
c) whether the Individual Defendants caused Tyco to issue false and misleading 
financial statements during the Class Period; 
' d) whether defendants acted knowingly or recklessly in issuing false and misleading 


financial statements; 


e) whether the market prices of Tyco securities during the Class Period were 

artificially inflated because of the defendants’ conduct complained of herein; and 

f) whether the members of the Class have sustained damages and; if so, what is the 

proper measure of damages. 

28. Plaintiffs claims are typical of the claims of the members of the Class as plaintiff 
and members of the Class sustained damages arising out of defendants’ wrongful conduct in 
violation of federal law as complained of herein. 

29. Plaintiff will fairly and adequately protect the interests of the members of the 
Class and has retained counsel competent and experienced in class actions and securities 
litigation. Plaintiff has no interests antagonistic to or in conflict with those of the Class. 

30.  Aclass action is superior to other available methods for the fair and efficient 
adjudication of the controversy since joinder of all members of the Class is impracticable. 
Furthermore, because the damages suffered by the individual Class members may be relatively 
small, the expense and burden of individual litigation make it impossible for the Class members 
individually to redress the wrongs done to them. There will be no difficulty in the management 
of this action as a class action. | 

31. Plaintiff will rely, in part, upon the presumption of reliance established by the 
fraud-on-the-market doctrine in that: 


a) defendants made public misrepresentations or failed to disclose material facts 
during the Class Period; 


b) the omissions and misrepresentations were material; 


c) the securities of the Company traded in an efficient market; 


@ @ 
d) the misrepresentations and omissions alleged would tend to induce a reasonable 
investor to misjudge the value of the Company's securities; and 
e) plaintiff and members of the Class purchased their Tyco stock between the time 
the defendants failed to disclose or misrepresented material facts and the time 
the-true facts were disclosed, without knowledge of the omitted or 
misrepresented facts. 

32. Based upon the following, plaintiff and members of the Class are entitled to the 

presumption of reliance upon the integrity of the market. 
DEFENDANTS’ MATERIAL MISSTATEMENTS AND OMISSIONS 

33. As reported in the PR Newswire on or about October 1, 1998, Tyco announced 
the consummation of its acquisition of USS. Pursuant to the merger agreement, USS 
shareholders received 0.7606 shares of Tyco for each share of USS. As a result, Tyco issued 62 
million shares of stock, which closed at $55.25 per share on September 30, 1998. 

34. As reported in the Wall Street Journal on or about November 23, 1998, Tyco 
reached an agreement to acquire AMP for at least $51 per share, or $11.3 billion. Pursuant to the 
merger agreement, AMP shareholders would receive 0.7839 shares of Tyco, or $51 in the stock, 
so long as Tyco's weighted average share price is between $60 and $67 per share over a 15 day 
period ending four days before AMP shareholders vote on the transaction. The agreement stated 
that if Tyco's stock is ας $67 and $73.50 per share, AMP shareholders would receive 
0.7612, or stock valued between $51 and $55.95 per share; if Tyco's stock exceeds $73.50 per 


share, AMP shareholders would receive $55.95 per share. 


35. On or about January 19, 1999, Tyco announced its financial results for its first 
quarter ended December 31, 1998. The Company stated that income before acquisition related 
charges and extraordinary items rose to $401.6 million, an increase of 52% over the prior year's 
figure. The Company further stated that the prior year's results were restated to reflect the 
merger with USS, which was accounted for as a pooling-of-interests. 

36.  Inthe January 19, 1999 press release, defendant] | stated that the 
Company had “record” performance in the first quarter and that the addition of AMP would 
“immediately add to [Tyco’s] earnings per share”: 

Strong organic growth across each of our four 
business segments and all geographies drove Tyco’s 
record performance in the first quarter[.] We 
remain on track to meet our year-end goals of record 
revenues, earnings and cash flows. Additionally, 
the acquisition of AMP, which will close in late 
March, will further strengthen our business mix and 
immediately add to earnings per share. 

37.  Tyco’s financial results were substantially repeated in Tyco's Form 10-Q for the 
quarter ended December 31, 1998 that was signed by defendam] | 

38. As reported in the PR Newswire on or about February 16, 1999, Tyco announced 
its that it had completed its $9.25 per share tender offer for all outstanding shares of Alarmguard 
| Holdings, Inc. (“Alarmguard”). 

39. As reported in the PR Newswire on or about April 5, 1999, Tyco announced the 


completion of its acquisition of AMP. In the April 5 press release, defendant] | stated 


that: . 
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This acquisition presents very attractive strategic 
opportunities for Tyco and an immediate positive 


impact to our bottom line. 


40. Discussing Tyco's acquisition strategy in an April 12, 1999 article in Barron's, 
| þe the immediate addition all acquisitions instantly bring to Tyco's earnings per 
share: “We don't count on hoped-for synergies or revenue enhancements to justify a deal[.] 
That's what tends to get so many companies in trouble. we have to see immediate increases in 
earnings based on costs that we know w e can take out. Otherwise, we take a walk on the. deal." 
41. On or about April 20, 1999, Tyco announced its financial results for its second 
quarter ended March 31, 1999. Excluding AMP's results, the Company posted an increase in net 
income from $301.2 million, or $0.47 per diluted share, in the second quarter of 1998 to $459.3 
million, or $0.69 per diluted share, in the second quarter of 1999. 
42. These results were substantially repeated in Tyco’s Form 10-Q for the quarter 
ended March 31, 1999 that was signed by defendan] | 
43. On or about May 19, 1999, as reported in the Business Wire, Tyco announced that 
it would acquire Raychem Corporation (“Raychem”), a leading international designer, 
manufacturer and distributor of electronic components, dr $1.4 billion in cash and 16.1 million 
newly issued Tyco shares. The transaction was valued at $2.87 billion based on the price of 
Tyco’s stock at the close of trading on May 18, 1999. 
44. Inthe announcement] [statea that the acquisition of Raychem would be 
*immediately accretive to Tyco's earnings[.]" 
45. Also on or about May 19, 1999, as reported in the PR Newswire, Tyco announced 


that it’s Tyco Submarine subsidiary would acquire Telecommunicaciones Marinas S.A. 
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(*Temasa"), a subsidiary of Telefonica, for $280 million. Temasa is a leading company in the 


undersea fiber optic cable installation and maintenance industry. 


46. On or about June 16, 1999, as reported in the Business Wire, Tyco announced that 
| it would acquire Central Sprinkler Corporation (Central Sprinkler"), a leading international 
designer, manufacturer and distributor of automatic fire sprinklers, valves and component parts, . 
in exchange for $30 cash per share for each outstanding share of Central Sprinkler. The 
transaction thus was valued at $115 million. | 

47. Inthe announcement] ——— ted that the acquisition of Central Sprinkler ee c 
would “result in an immediate positive impact on earnings[.]" 

48. On or about July 20, 1999, as reported in the Business Wire, Tyco announced its 
financial results for its third quarter ended June 30, 1999. The Company reported that diluted 
earnings per share, before acquisition and other non-recurring charges and before an 
extraordinary item, for its third quarter ended June 30, 1999 were 84 cents per share, a 71 percent 
increase over last year's 49 cents per share. Income before acquisition and other non-recurring 
charges and an extraordinary item rose to a record $699.4 million, an increase of 75 percent over 
last year's $400.1 million. Sales for the quarter were up 18 percent at $5.82 billion compared 
with last year's $4.95 billion. Income before acquisition and other non-recurring charges and an 
extraordinary item for the first nine months of fiscal 1999 reached $1.78 billion, or $2.14 per 
diluted share, a 44 percent increase over last year's diluted per share earnings of $1.49. Revenues 
for the first nine months increased to $16.27 billion, 17 percent higher than last year's $13.95 


billion. 
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49. These results were substantially repeated in Tyco's Form 10-Q for the quarter 
| ended June 30, 1999 that was signed by defendant EN 

50.  Touting the Company's recent acquisitions| ^ — buted that “We remain 
excited about the sales growth and earnings contribution to be provided by the combination of 
Raychem and AMP." 

51. On or about August 12, 1999, as reported in the Business Wire, Tyco closed its 
acquisition of Raychem. Agin] ]ιουίοά the immediate impact of an acquisition to 
Tyco's earnings: “Raychem . . . provid[es] . ..an immediate positive impact to [Tyco’s] 
earnings[.]” 

52. On or about August 23, 1999, as reported in the PR Newswire, Tyco announced 
the acquisition of General Surgical innovations, Inc. (“General Surgical"), a medical 
manufacturer and distributor, in exchange for $7.50 cash per share for each outstanding share of 
General Surgical. The transaction thus was valued at approximately $100 million. 

53. Inthe announcement] [stated that the acquisition of General Surgical 
would “result in an immediate positive impact on earnings[.]" 

54. Onor about August 26, 1999, as reported in the PR Newswire, Tyco announced 
that it completed its acquisition of Central Sprinkler] ρα touted the immediate 
impact of Central Sprinkler to Tyco's earnings: The acquisition of Central Sprinkler “will result 
in an immediate positive impact on [Tyco's] earnings[.]" 

55. On or about August 31, 1999, as reported in the PR Newswire, Tyco announced 
that it would acquire AFC Cable Systems, Inc. (“AFC”), a leader in the design, manufacture and 


supply'of prewired armor cable, flexible conduit, modular wiring systems and electrical fittings 
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used in a wide range of electrical, voice and data distribution products. AFC shareholders would 


receive a fraction of a Tyco share valued at $45.00 per share for each share of AFC. The 


transaction thus was valued at approximately $575 million. 


ee b6 
56. Inthe announcement] stated that the acquisition of AFC would “be b7c 
immediately accretive to earnings[.]" 
57. Onor about September 28, 1999, as reported in the PR Newswire, Tyco 
announced that it had signed a definitive agreement to acquire Siemans Electromechanical 
Components GmbH & Co. KG (“Siemans EC”), the world market leader for relays and one of 
the world's leading providers of components to the communications, automotive, consumer and 
general industry sectors, for $1.1 billion in cash. 
: ; 3 ολων ον δὰ b6 
58. ‘In touting this acquisition] 0 ated that the acquisition would be b7c 
immediately accretive to earnings: 
Tyco won't make an acquisition unless it is 
` accretive and has an excellent strategic fit with our 
existing businesses, so to say that Siemens 
Electromechanical Components business is an 
excellent fit with Tyco Electronics and will have a 
significant immediate positive impact to earnings 
probably doesn't do justice to the quality of this 
opportunity. 
The Truth About Tyco’s Acquisitions Begins to Emerge 
59. On or about October 13, 1999, fund manage} [ποιο a report stating ο. 


that Tyco over-reserved for costs associated with severance pay and facilities closures in 
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connection with its acquisitions, thereby η ο. of whether management could use 
these excess reserves later to artificially pump-up Tyco's profits. 

i 60. On this news, the Company's stock price plunged from $53.00 per share at the 
close of trading on October 11, 1999 to $42.25 per share on October 14, 1999. 

61. As reported in the PR Newswire on October 13, 1999, Tyco vehemently denied 
these reports, calling them “false and baseless.” 

62. Inthe midst of the purported rumors and their disavowal by the Company, on or 
about October 21, 1999, Tyco released its results for the fourth quarter and fiscal year ended 
September 30, 1999. Diluted earnings per share before extraordinary item, for its fourth quarter 
ended September 30, 1999 were $0.92 per share, compared to last year's $0.25 per share. Income 
before extraordinary item rose to $782.7 million, compared to last year's $207.0 million. Sales 
for the quarter rose 22 percent to $6.22 billion compared with last year's $5.11 billion. Income 
before acquisition and other non-recurring charges and an extraordinary item for fiscal 1999 rose 
to $2.56 billion, or $3.06 per diluted share, compared to last year's diluted per share earnings of 
$1.74. Revenues for fiscal 1999 increased to $22.5 billion, 18 percent higher than last year's 
$19.1 billion. Inclusive of acquisition and other non-recurring charges, income before 
extraordinary item was $1.03 billion, or $1.24 per diluted share, for fiscal 1999 as compared to 
$1.17 billion, or $1.45 per diluted share, for fiscal 1998. 

= 63. The Company stated that the year's results were restated to reflect the mergers 
with AMP USS, which were accounted for as poolings of interests, and are before acquisition 


and other non-recurring charges ánd an extraordinary item. 


64. On or about October 29, 1999, a report appeared in the New York Times, 
reporting that Tyco had given its acquisitions accounting “baths” prior to their actual acquisition 
by the Company. 

65. Under this scenario, at least two companies acquired by Tyco, AMP and USS, 
took large losses when sales dropped and expenses rose by slowing revenue growth or writing off 
significant assets just before their acquisitions closed. These losses, however, were not reported 
to shareholders since, by the time their reports would have been due, they had been folded into 
Tyco. 

66. On this news, the Company's stock price further plunged from $44.0625 per share 
on October 28, 1999 to $35.50 per share on November 1, 1999. 

67. | Tyco responded to these allegations the same way it had to the|  þitegations, 
again fully denying that the Company utilized accounting “baths” to mislead investors. 

The Securities and Exchange Commission Investigates Tyco 

68. Despite the Company's disavowals, on or about December 9, 1999, Tyco 
announced that the Securities and Exchange Commission (“SEC”) would undertake a 
“nonpublic, informal inquiry" relating to charges taken in connection with the Company's 
acquisitions. 

The False and Misleading Nature of Defendants’ Statements 

69. Defendants’ statements set forth above concerning the immediately accretive 
nature of Tyco’s acquisitions were materially false and misleading in that they failed to disclose 
that the Company took larger than necessary charges in order to be able to later use excess 


reserves later to artificially pump-up Tyco’s profits. 
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70. Furthermore, defendants failed to disclose their practice of having companies 
which were amenable to take-over by Tyco slow their revenue growth or write off significant 
assets just before the close of their acquisition. These losses were not reported to shareholders 
- since, by the time their reports would have been due, they already had been folded into Tyco. 

COUNTI 
Against ΑΗ Defendants For 


Violation of Section 10(b) of the Exchange Act and 
Rule 10b-5 of the Securities and Exchange Commission 


71. Plaintiff repeats and realleges each and every diea contained in the foregoing 
paragraphs as if fully set forth herein. 

72. ^ This Count is asserted against all defendants and is based upon Section 10(b) of 
the Exchange Act, 15 U.S.C. ὃ 78j(b), and Rule 10b-5 promulgated thereunder. 

73. During the Class Period, defendants, singularly and in concert, directly engaged in 
a common plan, scheme, and unlawful course of conduct, pursuant to which they knowingly or 
recklessly engaged in acts, transactions, practices, and courses of business which operated as a 


fraud and deceit upon plaintiff and the other members of the Class, and made various deceptive 


- anduntrue statements of material facts and omitted to state material in order to make the 


statements made, in light of the circumstances under which they were made, not misleading to 
plaintiff id the other members of the Class. The purpose and effect of said scheme, plan, and 
unlawful course of conduct was, among other things, to induce plaintiff and the other members of 
the Class to purchase Tyco common stock during the Class Period at artificially inflated prices. 
74. During the Class Period, defendants, pursuant to said scheme, plan, and unlawful 
course of conduct, knowingly and recklessly issued, caused to be issued, participated in the 
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issuance of the preparation and issuance of deceptive and materially false and misleading 
statements to the investing public as particularized above. 

75. | Throughout the Class Period, Tyco acted through the Individual Defendants, 
whom it portrayed and represented to the financial press and public as its valid representative. 
The vilitülness motive, knowledge, and recklessness of the Individual Defendants are therefore 
imputed to Tyco, which is primarily liable for the securities law violations while acting in his 
official capacities as Company representatives, or, in the alternative, which is liable for the acts 
of the Individual Defendants under the doctrine of respondent superior. 

76. | Asaresult of the dissemination of the false and misleading statements set forth 
above, the market price of Tyco common stock was artificially inflated during the Class Period. 
In ignorance of the false and misleading nature of the statements described above and the 
deceptive and manipulative devices and contrivances employed by said defendants, plaintiff and 
the other members of the Class relied, to their detriment, on the integrity of the market price of 
the stock in purchasing Tyco common stock. Had plaintiff and the other members of the Class 
known the truth, they would not have purchased said shares or would not have purchased them at 
the inflated prices that were paid. 

7]. | Plaintiff and the other members of the Class have suffered substantial damages as 
a result of the wrongs herein alleged in an amount to be proved at trial. 

78. | By reason of the foregoing, defendants directly violated Section 10(b) of the 
Exchange Act and Rule 10b-5 promulgated thereunder in that they: (a) employed devices, 
whence and artifices to defraud; (b) made untrue statements of material facts or omitted to state 


material facts in order to make the statements made, in light of the circumstances under which 
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they were made, not misleading; or (ο) engaged in acts, practices, and a course of business which 
operated as a fraud and deceit upon plaintiff and the other members of the Class in connection 
with his purchases of Tyco common stock during the Class Period. 


COUNT II 


Against The Individual Defendants For 
Violation of Section 20(a) of the Exchange Act 


79. | Plaintiff repeats and realleges each and every allegation contained in each of the 
foregoing paragraphs as if set forth fully herein. 

80. The Individual Defendants, by virtue of their positions, stock ownership and/or 
specific acts described above, were, at the time of the wrongs alleged herein, controlling persons 
within the meaning of Section 20(a) ofthe 1934 Act. 

81. The Individual Defendants had the power and influence and exercised the same to 
cause Tyco to engage in the illegal conduct and practices complained of herein. 

82. By reason of the conduct alleged in Count I of the Complaint, the Individual 
Defendants are liable for the aforesaid wrongful conduct, and are liable to plaintiff and to the 
other members of the Class for the substantial damages which they suffered in connection with 
his purchases of Tyco common stock during the Class Period. 

PRAYER FOR RELIEF AND JURY DEMAND 

WHEREFORE, plaintiff, on its own behalf and on behalf of the Class, prays for 

judgment as follows: 


-Α. Declaring this action to be a proper class action and certifying plaintiff as 
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class representatives under Rule 23 of the Federal Rules of Civil Procedure; 

B. Awarding compensatory damages in favor of plaintiff and the other members of 
the Class against all defendants, jointly and severally, for the damages sustained as a result of 
the wrongdoings of defendants, together with interest thereon; 

C. Awarding plaintiff the fees and expenses incurred in this action, including 
reasonable allowance of fees for plaintiff's attorneys and experts; and 


E. Granting such other and further relief as the Court may deem just and proper. 
JURY DEMAND 


Plaintiff demands a trial by jury of all issues so triable. 


Dated: New York, New York Respectfully submitted, 
December 21, 1999 
SCHOENGOLD & SPORN, P.C. 


be 
b7C 


By: 


233 Broadway 
New York, NY 10279 


Attorneys for Plaintiff 


20 


PLAINTIFF'S CERTIFICATION OF 
SECURITIES CLASS ACTION COMPLAINT 


{hereby certify that the following is true and correct to the best of my knowledge, 
information, and belief: f 

1. Ihavereviewed the complaint filed herewith in the captioned action (the "Complaint"), and 
have authorized the filing thereof; 

2. Iam willing to serve as a representative party on behalf of the class (the "Class as defined 


in the Complaint, including providing testimony at deposition and trial, if necessary; 


3. Iacquired the following common shares of Tyco International, Ltd. on the following dates 
at the following prices: 
Buy/Sell Date of Purchase No. Shares Price Per Share 
4. I did not purchase or sell these securities at the direction of my counsel, or in order to 


participate in any private action arising under the Securities Act of 1933 (the "Securities Act") or the Securities 


"Exchange Act"); UT 7 7 


Exchange Act of 1934 (the 


P j During the three year period preceding the date of my signing this Certification, I have not 
sought to serve, nor have Iserved, as a representative to any party on behalf of a class in any private action arising under 
the Securities Act or the Exchange Act; 

6. I will not accept any payment for serving as a representative party on behalf of the Class 
beyond my pro rata share of any possible recovery, except for an award, as ordered by the court, for reasonable costs 
and expenses (including lost wages) directly relating to my representation of the Class; and 

7. Iunderstandthatexecutingthis Certification is nota prerequisite to participation in this Class 
Action as a member of the Class. 


Signed under the penalties of perjury, this A da 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


| lon Behalf of Himself and x oC 
All Others Similarly Situated, 
Plaintiff, 
V CLASS ACTION COMPLAINT. 
: ^ δε 
TYCO INTERNATIONAL, LTD| — | yury TRIAL DEMANDED b7c 
Defendants. 


Plaintiff, by his undersigned counsel, alleges the following upon personal knowledge as to 


himself and his acts and as to all other matters upon information and belief based upon, inter alia, 


the investigation made by and through his attorneys, including a review of the public filings of 


Tyco International Ltd. (^Tyco" or the *Company") with the Securities and Exchange 
Commission (“SEC”), and public statements made by or reasonably attributable to defendants or 
their agents as well as articles in the financial press concerning the Company. 

1. Plaintiff brings this class action against Tyco, and two members of its senior 
management, for securities fraud under §§ 10(b) and 20(a) of the Securities Exchange Act of 
1934, on behalf of a class (the “Class”) comprised by all persons who purchased or acquired the 
securities of Tyco during the period from October 1, 1998, through December 8, 1999 (the “class 
period") other than those person identified in J 19 below. 

^2. During the class period, the price of Tyco's securities traded at artificially inflated 


prices due to defendants’ material omissions and misrepresentations as detailed below. 


JURISDICTION AND VENUE 

3. This Court has jurisdiction over the subject matter of this action pursuant to 
Section 27 of the Securities Exchange Act of 1934 ("Exchange Act”), 15 U.S.C. 8 78aa and 28 
U.S.C. 8 1331. The claims asserted herein arise under sections 10(b) and 20(a) ofthe Exchange 
Act as amended, 15 U.S.C. § 78b(b) and 8 78t(a) and rule 10b-5, 17 C.F.R. § 240.10b-5, | 
promulgated thereunder. 

4. Venue is proper in this district pursuant to section 27 of the Exchange Act and 28 
U.S.C. ἃ 1391(b). Many of the acts and transactions giving rise to the violations of law 
complained of herein, including the preparation and dissemination to plaintiff and other investors 
of false and misleading information, occurred in this district. In addition, Tyco maintains offices 
within this district at 712 Fifth Avenue, New York, New York 10019. 

5. In connection with the acts, conduct and other wrongs alleged in this complaint, 
the defendants, directly and indirectly, used the means and instrumentalities of interstate 
commerce, including the mail and telephone communications. 

THE PARTIES 

6. Plaintiff | þema Tyco common stock during the class period as ee c 
reflected in the attached certification, and was damaged as a result of defendants' misconduct. 

7. Defendant Tyco International, Inc. (“Tyco” or the “Company”) is a corporation 
organized under the laws of Bermuda with its offices throughout the United States including, 
inter alia, New York City. Tyco, through its subsidiaries, designs, manufacturers, and sells 


disposable medical supplies, electronic security and electrical components, flow control products, 


fire suppression and detection equipment and renders environmental services. As of June 30, 


1999 there were in excess of 1 billion shares of Tyco's common stock outstanding. 


8. Defendant] — |] was at all relevant times mos | 
[ Between July 27 and July 30, 1999, defendant| — | sold ove] — | (split 


adjusted) Tyco shares at artificially inflated prices reaping proceeds of ove,  ]Τοοο. 
sales represented od | off [te holdings. 


9. Defendant [| ps at all relevant times Tyco's 
πμ Between uly 27 nd Taly 30, 1999, defenden | 


sold ove} | (split adjusted) Tyco shares at artificially inflated prices reaping proceeds of 


ovd | These sales represented wd M | Tyco holdings. 
10. Defendants} | collectively, are referred to herein as the 


“Individual Defendants.” 

11. During the class period, both of the Individual Defendants, as senior executives 
and directors of Tyco, were privy to confidential and proprietary information concerning Tyco, its 
operations, finances, financial condition, and present and future business prospects. The 
Individual Defendants also had access to material adverse non-public information concerning 
Tyco. Because of their board memberships, committee memberships, and top executive and 
managerial positions with Tyco, both of the Individual Defendants had access to non-public 
information about its business, finances, products, markets and present and future business 
prospects via access to internal corporate documents, conversations and connections with other- 
corporate officers and employees, attendance at management and board of directors meetings and 


committees thereof and via reports and other information provided to them in connection 
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therewith. Because of their possession of such information, both of the Individual Defendants 
knew or recklessly disregarded the accounting improprieties that were being concealed from 
investors. 

12. Each ofthe defendants is liable as a direct participant in, and a co-conspirator with 
respect to the wrongs complained of herein. In addition, the Individual Defendants, by reason of 
their status as senior officers and directors were “controlling persons” within the meaning of 
Section 20 of the Exchange Act and had the power and influence to cause the Company to engage 
in the unlawful conduct complained of herein. Because of their positions of control, the 


Individual Defendants were able to and did, directly or indirectly, control the conduct of Tyco's 


business. 

13. The Individual Defendants, because of their positions with the Company, 
controlled and/or possessed the authority to control the contents of its reports, press releases and 
presentations to securities analysts and through them, to the investing public. The Individual 
Defendants were provided with copies of the Company's reports and press releases alleged herein 
to be misleading, prior to or shortly after their issuance and had the ability and opportunity to 
prevent their issuance or cause them to be corrected. Thus, each of the defendants had the 
opportunity to commit the fraudulent acts alleged herein. 

14. Each of the defendants had substantial motives for committing the fraud 
complained of herein, including a desire to inflate the market price of Tyco's stock in order to 
enable the Individual Defendants to reap higher profits from sales of their Tyco shares as detailed 
above. Moreover, Tyco intended io and did use its inflated shares to acquire other companies 


during the class period. 


DEFENDANTS’ MISREPRESENTATIONS PROXIMATELY CAUSED 
PLAINTIFF’S DAMAGES THROUGH A FRAUD ON THE MARKET 


15. At all relevant times, the market for Tyco’s securities was an efficient market that 
promptly digested current information with respect to the Company from all publicly-available 
sources and reflected such information in Tyco’s stock price. 

16. The common stock of Tyco met the requirements for listing, and was listed and 
traded on the New York Stock Exchange, a highly developed and efficient market. During the 
class period, Tyco stock was heavily traded, with volume averaging at least approximately 30 
million shares daily. Tyco filed periodic public reports with the SEC, and was followed by 
analysts from major brokerages, including Goldman Sachs, Solomon Smith Barney and T. Rowe 
Price. The reports of these analysts were redistributed to their customers and the public at large, 
and Tyco regularly issued press releases, which were carried by national newswires. Thus, the 
analyst reports and Tyco’s press releases entered the public marketplace. As a result, the market 
` for Tyco securities promptly digested current information with respect to Tyco from all publicly- 
available sources, and reflected such information in Tyco's stock price. Plaintiff and other 
members of the Class relied on the integrity of the market price of Tyco's common stock. 

17. — As would be expected where a security is traded in an efficient market, material 
news concerning Tyco's business and prospects had an immediate effect on the market price of 
Tyco securities, as evidenced by the market price declines in the immediate aftermath of reports 


questioning the Company's accounting practices and news of the SEC investigation. 


18. At the times they purchased or otherwise acquired the Company's securities, 
plaintiff and other members of the Class were without knowledge of the facts concerning the 
wrongful conduct alleged herein and could not have reasonably discovered those facts. 

CLASS ACTION ALLEGATIONS 

19. Plaintiff brings this action as a class action pursuant to Rules 23(a) and (b)(3) of 
the Federal Rules of Civil Procedure, on behalf of themselves and all other purchasers or 
acquirors of Tyco securities during the class period. Excluded from the class are Tyco, its 
subsidiaries and affiliates, the Individual Defendants, members of the immediate families of each of 
the Individual Defendants, and any entities in which any of the defendants had a controlling 
interest, and the legal representatives, heirs, successors, predecessors in interest, affiliates or 
assigns of any of the defendants. 

20. | The members of the class are so numerous that joinder of all class members is 
impracticable. On information and belief, there were hundreds, if not thousands of purchasers or 
acquirors of Tyco securities during the class period. These purchasers were geographically 
dispersed in many different states and regions of the United States. As of October 29, 1999 there 
were at least 830 million shares of the Company’s common stock outstanding. Throughout the 
class period, Tyco shares were actively traded on the New York Stock Exchange. The average 
daily volume of trading in Tyco common stock during the class period was approximately 9 
million shares. Therefore, many millions of shares of Tyco common stock were traded during the 
class period. Record owners and other members of the class may be identified from records 


maintained by Tyco and/or its transfer agent(s) and may be notified of the pendency of this action 


by mail and publication using forms of notice similar to those customarily used in securities class 
actions. 

21. Plaintiffs claims are typical of the claims of the other members of the class, and 
plaintiff and all members of the class sustained damages as a result of defendants’ wrongful 
conduct complained of herein. | 

22. Questions of law and fact common to members of the class predominate over any 
questions affecting any individual members of the class. These common questions of law and fact 
include: 

8. Whether defendants violated federal securities laws by making material 
misrepresentation or by omitting to state material facts necessary to render statements contained | 
therein not misleading; . 

b. Whether defendants acted with knowledge or with reckless disregard for 
the truth in omitting to state such material facts; 

ο. Whether the market price of the Company's securities during the class 
period were artificially inflated due to the non-disclosure and/or misrepresentations complained of 
herein; 

d. Whether the members of the class have sustained damages and, if so, what 
is the proper measure thereof. 

23. Plaintiff will fairly and adequately protect the interests of the other members of the 
class. Plaintiff has retained counsel competent and experienced in class action securities litigation. 


Plaintiff has no interests antagonistic to, or in conflict with, the class he seeks to represent. 


24. A class action is superior to other available methods for the fair and efficient 
adjudication of the claims asserted herein, because joinder of all members is impracticable. 
Furthermore, because the damages suffered by the individual class members may be relatively 
small in relation to the potential costs of litigation of this complexity, the expense and burden of 
individual litigation make it impractical for the class members individually to redress the wrongs 
done to them. 

SUBSTANTIVE ALLEGATIONS 

25. Tyco’s earnings are based largely on acquisitions. Through its acquisitions, Tyco 
was able to manipulate financial results of the acquired companies in order to enhance the 
appearance of its performance and thereby inflate its stock price. Between 1996 and the present, 
Tyco reported $4 billion in non-recurrent charges for layoffs and plant closings of companies that 
it bought, thus inflating its own operating margin growth. Tyco then used restructuring reserves 
to pad its earnings. 

26. | During the three years preceding December 8, 1999, Tyco made approximately 
$30 billion in acquisitions, $23 billion of it paid for in Tyco's stock. The income and value of the 
companies that Tyco acquired generally appeared to increased dramatically afler the acquisitions. 
On October 22, 1998, Tyco announced earnings for fiscal 1998 (ended 9/30/98). The Company 
reported an increase of 64% over the previous year's earnings (which, the Company disclosed, 
reflected mergers with the companies called ADT, Keystone and Inbrand). On October 21, 1999, 
Tyco announce that its fiscal ‘99 net earnings, before charges, more than doubled to $2.6 billion. 
Ses increased 8396 from 1998 to $22.5 billion. Tyco attributed the increases to Tyco’s 


management and operational skills. 
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27. In truth and in fact, the increases were in large part the result of accounting 
manipulations. 

28. On or about October 13, 1999, the TV network, CNBC, discussed a recent report. 
by fund manager and investment newsletter publisher] | that raised issues about Tyco’s ee c 
accounting. Thd — [epos alleged that Tyco's rate of earnings growth was achieved by 
improperly excluding charges and accruals from its financial results, and charging them instead as 
“one time" acquisition-related items. [ ] also reported that Tyco's acquisitions-related charges 
resulted in “cookie jar” reserves that Tyco was able to manipulate in order to enhance its earnings. 

29. Not surprisingly, the market price of Tyco declined immediately in the wake of 
these reports. In an effort to stop the bleeding, ΕΝ on October 14, 1999 issued oC 
a vehement denial of ΓΝ calling it “false and baseless,” according to Bloomberg 
report. À Business Week article on November 1, 1999 also quoted 1ο having told 
securities analysts at 8:00 a.m. on October 14, 1999 that "there are no irregularities [in Tyco's 
books] no investigations and no reason for any investigátion" (bracketed materials supplied by 
Business Week). 

30. While the market was still attempting to come to grips with the aforementioned 
reports of accounting manipulations, the The New York Times raised issues concerning Tyco's 
aggressive pre-acquisition accounting that also had a huge impact on Tyco's reported rate of 
earnings growth. According to an October 29, 1999 The New York Times article as well as 
October 31, 1999 The Wall Street Journal article, much of Tyco's earnings growth rate during the 
class period resulted from the fact that companies acquired by Tyco took huge charges shortly 


before being acquired by Tyco. Because these companies were acquired by Tyco shortly 


thereafter, these charges were not reflected on any SEC filings issued by those companies. 
Instead, the charges for the first time were reflected on Tyco's financial statements in the years 
following the acquisitions, where Tyco's prior year earnings were restated to reflect the results of 
the acquired companies. In those reports, Tyco's "current" results were compared to restated 
"prior" results that included these huge charges. The effect of this practice was to make Tyco's 
earnings growth rate appear greater than it actually was. 

a. As of August.28, 1997 Tyco acquired Inbrand Corp., a manufacturer and 
distributor principally of adult incontinence products, feminine hygiene products and disposable 
baby diapers to hospitals, retail and alternative care sites throughout the United States and 
Europe, for $398 million in Tyco stock. Before it was acquired Inbrand took a $25 million write- 
off. That write-off was never reported to investors. 

b. On October 1, 1998, Tyco announced that U.S. Surgical Corporation's 
shareholders have overwhelmingly approved Tyco's acquisition of U.S. Surgical, a medical supply 
maker, for $3.17 billion in Tyco stock. Tyco announced that the merger will be effective on 
October 1, 1998. Just before the takeover, U.S. Surgical took a $322 million one time charge. 
The charge was never reported to investors. 

ο. In April 1999 Tyco acquired AMP, Inc., an electrical connection maker, 
for $11.9 billion in Tyco stock. Shortly before the takeover, AMP, Inc. took charges of $304 
million. Those charges were never reported to investors. 

31.  OnJuly 27, 1997, Tyco announced that its earnings for the 1997 fiscal year, which 
had ended on June 30, 1997, were $419 million, “an all-time high," a 35 percent increase over the 


prior year. 
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32. | On August 28, 1997, the date as of which the Inbrand acquisition was concluded, 
Tyco's fiscal year ended on June 30. Thereafter, on October 21, 1997, Tyco announced that it 
had changed its fiscal year to one ending September 30. This change of its fiscal year enabled 
Tyco to include Inbrand's income in that of Tyco for the 1997 fiscal year. Because of the $25 
million write off taken by Inbrand shortly before the merger, Tyco's increase in income from the 
prior fiscal year was $25 million more than it would have been if the write off had not been taken 
and included in Tyco's computation of its 1997 income. 

33. | According to Tyco’s Form 10K for the fiscal year ended September 30, 1998, 
‘signed on January 28, 1999, Tyco 1997 fiscal year results were restated to reflect a net loss of 
$769.61 million for the fiscal year ended September 30, 1997. 

34. | According to the 1998 Form 10K Tyco had net income of $903.5 million for the 
fiscal year ended September 30, 1998. 

35. — According to an announcement on October 21, 1999, Tyco had a net income of 
$1.18 billion for the fiscal T ended September 30, 1999. This represented an increase of 31% 
over the prior year. inai the 1998 results had been restated to reflect the mergers with 
AMP and U.S. Surgical. Accordingly, the “substantial increase” over 1998's net income was a 
product of the write offs of the incomes taken by AMP and U.S. Surgical shortly before their 
respective mergers with Tyco totaling $626 million. Thus Tyco’s 1999 income exceeded its 1998 
income by $626 million more than would have been the case had the write-offs not been taken 
prior to the merger. 

| 36. The accounting sunm of causing a company that was to be acquired to take 


substantial charges to income shortly before the acquisition was to be effected was done almost 
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only when the acquisition was to be a stock transaction. A stock for stock transaction permitted 
Tyco to use a pooling-of-interest method of accounting pursuant to which the foregoing 
accountant ploys were performed. On those few occasions when a cash purchase occurred, and 
the pooling-of-interest method of accounting could not be used, charges to earnings were 
generally not taken by the acquired company shortly before the consummation of the transaction. 
Accordingly, defendants knew or recklessly disregarded the fraudulent nature of their acts. 

37. From 1992 to early October of 1999 Tyco's market value grew from $1.7 billion 
to over $80 billion. 

38. According to The New York Times article of October 29, 1999, U.S. Surgical 
took a $190 million write-off to lower its asset values just before Tyco acquired it. That allowed 
Tyco to tout its supposed “ability” to “turnaround” the acquired company. Additionally, Tyco 
could boost profits by reducing depreciation charges. This item never was disclosed in any of the 
Company's SEC filings. 

39. The reports challenging Tyco's accounting practices had significant impacts on the 
Company's market price. For example, on October 12, 1999, the day before the BM was 
published, Tyco stock traded at a (split adjusted) price of $51.6875 per share. By the following 


day, it had fallen to $48.50, and by October 14, 1999, following dissemination of these reports on 


CNBC, the price had fallen to $43.50 per share. Similarly, during the 2 trading days following the 


late-October The New York Times and The Wall Street Journal reports questioning the pre- 
acquisition charges taken by companies that Tyco acquired, the Company's stock price fell from 
$44 per share to $35.5 per share. However, due to defendants' repeated denials of the reports 


concerning the accounting irregularities, Tyco's stock price continued to trade at artificially 
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o ο 
inflated levels throughout the class period. However, the bottom fell out on December 9, 1999 
after Tyco admitted that the SEC had commenced an inquiry into the Company's accounting 
practices, This announcement caused Tyco's stock price to open at $25 per share, a decline of 
$11.25 per share (or more than 31% of its value) that day. 
INAPPLICABILITY OF STATUTORY SAFE HARBOR 

40. The statutory safe harbor provided for forward-looking statements under certain 
circumstances does not apply to any of the allegedly false statements pleaded in this complaint. 
Many of the statements pleaded herein were not specifically identified as "forward-looking 
statements" when made. To the extent there were any forward looking statements, there were no 
meaningful cautionary statements identifying the important then-present factors that could and did 
cause actual results to differ materially from those in the purportedly forward-looking statements. 
Alternatively, to the extent that the statutory safe harbor does apply to any forward-looking 
statements pleaded herein, defendants are liable for those false forward-looking statements 
because at the time each of those forward-looking statements was made, the particular speaker 
knew that the particular forward-looking statement was false or misleading, knew of. and failed to 
disclose adverse information relating to the forward-looking statements and/or the forward- 
looking statement was authorized and/or approved by an executive officer of Tyco who knew that 
those statements were false when made. 

41. | Any warnings contained in the press releases and the financial statements quoted 
herein were generic statements of the kind of risks that affect any company of the type that 
aedi and assemble electronics products and misleadingly contained no specific factual 


disclosure of any of Tyco’s accountings irregularities. 
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COUNTI 


VIOLATION OF $ 10(b) OF THE 1934 ACT 
AND RULE 10b-5 PROMULGATED THEREUNDER 


ON BEHALF OF THE ENTIRE CLASS AGAINST ALL DEFENDANTS 


42. Plaintiff repeats and alleges each and every allegation contained in the above 
paragraphs, as if fully set forth herein. This claim is asserted against all defendants, and each of 
them. 

43. During the class period, defendants, and each of them, carried out a plan, scheme 
and course of conduct which was intended to and, throughout the class period, did: (i) deceive the 
investing public, including plaintiff and the Class; (ii) artificially inflate and maintain the market 
_ price of Tyco securities; and (iii) cause plaintiff and the Class to purchase or otherwise acquire 
Tyco securities at inflated prices. In furtherance of this unlawful scheme, plan and course of 
conduct, defendants took the actions set forth herein. 

44. Defendants (a) employed devices, schemes, and artifices to defraud; (b) made 
untrue statements of material fact and/or omitted to state material facts necessary to make the 
statements made not misleading; and/or O engage in acts, practices, and a course of business 
which operated as a fraud and deceit upon the purchasers and/or acquirers of the Company's 
stock in an effort to maintain artificially high market prices for Tyco securities in violation of $ 
10(b) of the 1934 Act, 15 U.S.C. 78j(b), and Rule 10b-5 promulgated thereunder, 17 C.F.R. 
240.10b-5. Defendants are sued either as primary participants in the wrongful and illegal conduct 
charged herein or as controlling persons as alleged below. | 

| 45. In addition to the duties of full disclosure imposed on defendants as a result of 


their making of affirmative statements and reports, or participation in the making of affirmative 
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statements and reports to the investing public, they had a duty to promptly disseminate truthful 
information that would be material to investors, in compliance with the integrated disclosure 
provisions of the SEC as embodied in SEC Regulations S-X (17 C.F.R. 8 210.01 et seq.) and S-K 
(17 C.F.R. 8 229.10 et seq.) and other SEC regulations, including truthful, complete and accurate 
information with respect to the Company's operations and performance so that the market prices 
of the Company's publicly traded securities would be based on truthful, complete and accurate 
information. | 

46. Defendants, individually and in concert, directly and indirectly, by the use of means 
and instrumentalities of interstate commerce and/or the mails, engaged and participated in a 
continuous course of conduct to conceal adverse material information about the Company's 
financial results, businesses, operations, and future outlook as specified herein. Defendants 
employed devises, schemes, and artifices to defraud, while in possession of material adverse non- 
public information, and engaged in acts, practices, and a course of conduct as alleged herein, in an 
effort to assure investors of Tyco's earnings, assets, revenues expenses and the accuracy of the 
Company's financial reporting of performance, which included the making of, or the participation 
in the making of, untrue statements of material facts and omitting to state material facts necessary 
in order to make the statements made about the Company's financial and business operations in 
the light of the circumstances under which they were made, not misleading, as set forth more 
particularly herein, and engaged in transactions, practices, and a course of business which 
operated as a fraud and deceit upon the purchasers and/or acquirers of Tyco securities during the 


class period. 
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47. The Individual Defendants’ primary liability and controlling person liability arise 
from the following facts: (i) they were high-level executives and directors of the Company during 
the class period and were members of the Company’s management team; (ii) by virtue of their 
responsibilities and activities as senior officers of the Company, they were privy to and 
participated in the drafting, reviewing, and/or approving the misleading statements, releases, 
reports, and other public representations of and about Tyco, and/or signed the Company’s public 
filings with the SEC, which public filings contained the allegedly materially misleading statements; 
(iii) they knew or had access to the material adverse non-public information about the financial 
results of Tyco which were not disclosed; and (iv) they were aware of the Company's 
dissemination of information to the investing public which they knew or recklessly disregarded 
was materially false and misleading. 

48. | Each of the defendants had actual knowledge of the misrepresentations and 
omissions of material facts set forth herein, or acted with reckless disregard for the truth in that 
they failed to ascertain and to disclose such facts, even though such facts were available to them. 
Defendants’ material misrepresentations and/or omissions were done knowingly or recklessly and 
for the purpose and effect of concealing Tyco’s accounting irregularities from the investing public 
and supporting the artificially inflated price of its securities. As demonstrated by defendants’ 
statements throughout the class period, if they did not have actual knowledge of the 
misrepresentations and omissions alleged, they were reckless in failing to obtain such knowledge 
by deliberately refraining from taking those steps necessary to discovery whether those statements 


were false or misleading. 
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49. . Defendants’ motives for inflating the price of Tyco's securities during the class 
period included, inter alia, the desire to effect sales of their Tyco shares as detailed above. 
Additionally, Tyco used its inflated shares to purchase Inbrand in August 1997, U.S. Surgical 
Corp. on October 1, 1998, Raychem, Inc. in August 1999, and AMP, Inc. on April 2, 1999. 

50. As a result of the dissemination of the materially false and misleading information 
and/or defendants’ failure to disclose material facts, as set forth herein, the market price of Tyco 
securities was artificially inflated during the class period. In ignorance of the fact that the market 
price of Tyco’s publicly-traded securities was artificially inflated, and relying directly or indirectly 
on the false and misleading statements made by defendants, or upon the integrity of the market in 
which the securities trade, and the truth of any representations made to appropriate agencies as to 
the investing public, at the times at which any statements were made, and/or on the absence of 
material adverse information that was known to or recklessly disregarded by defendants but not 
disclosed in public statements by such defendants during the class period, plaintiff and the Class 
purchased or otherwise acquired for value Tyco securities during the class period at artificially 
high prices and were damaged thereby. 

51. At the time of such misstatements and omissions, plaintiff and the Class were 
ignorant of their falsity, and believed them to be true. Had plaintiff and the Class and the 
marketplace known of the true financial condition of the Company, all of which were not 
disclosed by defendants, plaintiff and the Class would not have purchased or otherwise acquired 
their Tyco securities during the class period, or, if they had purchased or otherwise acquired such 


securities during the class period, they would not have done so at artificially inflated prices. 
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52. | By virtue of the foregoing, defendants have violated ὃ 10(b) of the 1934 Act, and 
Rule 10b-5 promulgated thereunder. 
53. | Asa direct and proximate result of defendants’ wrongful conduct, plaintiff and the 
Class suffered damages. 
COUNT II 


VIOLATION OF ὃ 20(4) OF THE 1934 ACT 
N BEHALF OF THE ENTIRE CLASS AGAINST THE AL DEFENDANT 


54. Plaintiff repeats and realleges each and every allegation contained in the above 
paragraphs, as if fully set forth herein. This claim is asserted against the Individual Defendants, 
and each of them. | 

55. The Individual Defendants and each of them acted as a controlling person of Tyco 
within the meaning of $ 20(a) of the 1934 Act, as alleged herein. By virtue of their executive 
positions, and positions of the Board of Directors, each had the power to influence and control 
and did influence and control, directly or indirectly, the decision-making of the Company, 
including the content and dissemination of the various statements which plaintiff contend are false 
and misleading, The Individual Defendants were provided with or had unlimited access to copies 
ofthe Company's internal reports, press releases, public filings, and other statements alleged by 
plaintiff to be misleading prior to and/or shortly after these statements were issued and had the 
ability to prevent the issuance of the statements or cause the statements to be corrected. 

56. In particular, each of the Individual Defendants had direct involvement in the day- 


to-dày operations of the Company and therefore, are presumed to have had the power to control 
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or influence the particular transactions giving rise to the securities violations as alleged herein, 
especially by virtue of their senior positions, and exercised the same. 

57. As set forth above, Tyco and the Individual Defendants violated § 10(b) and Rule 
10b-5 by their acts and omissions as alleged herein. By virtue of their positions as controlling 
persons of Tyco, each of the Individual Defendants is liable pursuant to § 20(a) of the 1934 Act. 
As a direct and proximate result of the Individual Defendants’ wrongful conduct, plaintiff and the 
Class suffered damages. 

PRAYER FOR RELIEF 

WHEREFORE, plaintiff demands judgment: 

A. determining that the instant action is a proper class action maintainable under Rule 
23 of the Federal Rules of Civil Procedure; 

B. awarding compensation damages and/or recission as appropriate against 
defendants and each of them, in favor of plaintiff and all members of the Class for damages 
sustained as a result of the defendants’ wrongdoing; 

C. awarding plaintiff and all members of the Class their costs and disbursements of 
this suit, including reasonable attorneys' fees, accountants' fees and experts' fees; and 


D. awarding such other and further relief as may be just and proper. 
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RY TRIAL DEMANDED 
Plaintiff hereby demands a trial by jury. 
Dated: December 14, 1999 


Respectfully submitted, 


STULL, STULL & BRODY 


b7C 
By: 


6 East 45" Street 
New York, NY 10017 
(212) 687-7230 
& 
b7C 


55] Fifth Avenue 
Suite 1600 


New ii New York 10176 
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CERTIFICATION OF PLAINTIFF 
PURSUANT TO FEDERAL SECURITIES LAWS 


ΜΠ; under the penalties of perjury, hereby certifies as follows: TC 
1. I have reviewed the complaint being filed on my behalf and on behalf of all others 
similarly situated and authorized its filing. 
2. I did not purchase the security that is the subject of this action at the direction of 
counsel or in order to participate in this private action. 
3. I am willing to serve as a representative party on behalf of the class, including 
providing testimony at deposition and trial, if necessary. 
4. To the best of my current knowledge, the following are all my transactions in 
Tyco International, Ltd. securities during the period during the class period referenced in the 
complaint: 


Date Purchased or Sold No. of Shares Price per Share 


ave not Served as a class representative in a tederal securities case m the ias 


three years. 

6. I will not accept any payment for serving as a representative party on behalf of the 
class beyond Plaintiff's pro rata share of any recovery, except as ordered or approved by the 
court, including any award for reasonable costs and expenses (including lost wages) directly 


relating to the representation of the class. 


a bd 5 


v 9 
MENT 


7. The matters stated in this certification are true to the best of my current 
knowledge, information and belief. 
8. I hereby certify, under penalty of perjury, that the foregoing is true and correct. 


DATED: December |O, 1999 
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UNITED STATES DISTRICT COURT 


Plaintiff(s), 


COMPLAINT 
-against- JURY TRIAL DEMANDED 


ALLEGIANCE CORPORATION; 
ALLEGIANCE HEALTHCARE CORPORATION; 
ANSELL HEALTHCARE PRODUCTS INC. 
f/k/a ANSELL INCORPORATED, and as successor 
to ANSELL PERRY, INC.; 
BAXTER HEALTHCARE CORPORATION; 
BAXTER INTERNATIONAL INC.; 
BECTON, DICKINSON AND COMPANY, 
and as successor to DESERET MEDICAL, INC. , 
a/k/a TRISCAN, INC.; 
BOSTON MEDICAL CORPORATION b6 
C.R. BARD, INC. and as successor to DAVOL, INC.; - PC 
HEALTH INDUSTRY MANUFACTURERS ASSN., INC; 
HENRY SCHEIN, INC.; 
JASON MARKETING CO.; 
JASON INTERNATIONAL INC.; 
JOHNSON & JOHNSON HEALTHCARE SYSTEMS, INC.; 
JOHNSON & JOHNSON MEDICAL, f/k/a 
JOHNSON & JOHNSON MEDICAL, INC. 
a wholly owned Division of ETHICON, INC., and as successor 
to JOHNSON & JOHNSON MEDICAL, INC. 
and SURGIKOS, INC.; 
THE KENDALL COMPANY, L.P. f/k/a TYCO INTERNATIONAL 
(US) INC. and TYCO INTERNATIONAL, LTD and 
as successor to THE KENDALL COMPANY; 
MALAYTEX USA; 
MAXXIM MEDICAL, INC., and as successor to 
HENLEY INTERNATIONAL, INC.; 
MEDIGUARD, INC: n/k/a FOUR FINGERS HOLDING, INC. 
and as successor to JASON MARKETING CO.; 
MEDLINE INDUSTRIES, INC.; 


EN 


en 
Li 
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MICROFLEX CORPORATION f/k/a MICROFLEX MEDICAL CORPORATION; 

OWENS & MINOR, INC.; 

REGENT MEDICAL DIVISION OF LONDON INTERNATIONAL 
GROUP INC. f/k/a LONDON INTERNATIONAL U.S. HOLDINGS, INC., 
and as successor to REGENT HOSPITAL PRODUCTS, LTD. 
and ALADAN CORPORATION; 

SAFESKIN CORPORATION; 

SAVOY MEDICAL SUPPLY CO., INC.; l 

SMITH & NEPHEW AHP, INC. f/k/a SMITH & NEPHEW, INC., 

f/k/a AFFILIATED HOSPITAL PRODUCTS, INC.; 

TILLOTSON HEALTHCARE CORPORATION; 

TILLOTSON RUBBER COMPANY, ΙΝΟ. 

TILLOTSON CORPORATION d/b/a and a/k/a 
BEST MANUFACTURING CO.; 


Defendants. 


Plaintiff] iby their attorneys Baron & Budd, P.C., "e 


alleges: 


1. ραπ. πο residents of the State of Rhode 
νο | 


2. Defendant ALLEGIANCE CORPORATION is a foreign corporation, organized 
and existing under the laws of the State of Delaware, having its principal place of business at 
1430 Waukegan Road, McGraw, Illinois 60085. Allegiance Corporation is legal successor to 
certain of Defendants' Baxter Healthcare Corporation's and Cardinal Health Corporation's, 
liabilities, including liability for injuries to plaintiff(s) herein. 

3. Defendant ALLEGIANCE HEALTHCARE CORPORATION is a foreign 
PEE organized and existing under the laws of the State of Delaware, having its principal 


place of business at 1430 Waukegan Road, McGraw Park, IL 60085. Allegiance Healthcare 
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Corporation is legal successor to certain of defendants, Baxter παιδες Corporation's and 
Cardinal Health Corporation's liabilities, including liability for injuries to plaintiff(s) herein. 

4. Defendant ANSELL HEALTHCARE PRODUCTS INC. f/k/a ANSELL 
INCORPORATED, and as successor to ANSELL PERRY, INC. is a foreign corporation, 
organized and existing under the laws of the State of New Jersey having its principal place of 
business at-200 Schultz Drive, Redbank, New Jersey 07701. Its registered agent for service of 
ee is CT Corporation, 820 Bear Tavern Road, West Trenton, NJ 08628. 

5. Defendant BAXTER HEALTHCARE CORPORATION is a foreign corporation 
organized and existing under the laws of the State of Delaware, having its principal place of 
business at One Baxter Parkway, Deerfield, Illinois 60015. 

6.. Defendant BAXTER INTERNATIONAL INC. is a foreign corporation organized 
and existing under the laws of the State of Delaware, having its principal place of business at 
One Baxter Parkway, Deerfield, Illinois 60015. 

ve Defendant BECTON, DICKINSON AND COMPANY, and as successor to 
DESERET MEDICAL, INC., a/k/a TRISCAN, INC., is a foreign corporation organized and 
existing under the laws of the State of New Jersey, having its principal place of business at One 
Becton Drive, Franklin Lakes, New Jersey 07417. 

8. Defendant BOSTON MEDICAL CORPORATION is a foreign corporation 
organized and existing under the laws of the State of Maryland, having its principal place of 
business at 12011 Guilford Road, Suite 101, Annapolis Junction, Maryland 20701. 


9. Defendant C.R. BARD, INC. and as successor to DAVOL, INC. is a foreign 
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corporation organized and existing under the laws of the State of New Jersey, having its principal 
place of business at 730 Central Avenue, Murray Hill, New Jersey 07974. 

10. Defendant HEALTH INDUSTRY MANUFACTURERS ASSN, INC. (HIMA) is 
a trade association having its principal place of business at 1200 G. Street., N.W., Suite 400, 
Washington, D.C. 20005, of which the other named defendants are members or associates. The 
purpose of the association is to represent the commercial interests of its members in relationship 
to governmental regulatory bodies, and private organizations including hospital and medical 
organizations. 

11. Defendant HENRY SCHEIN, INC. is a New York corporation, having its 
principal place of business at 135 Duryea Road, Melville, New York 11747. | 


12. | Defendant JASON MARKETING CO. was and is a California corporation with 


no current principal place of business. This defendant's agent for service is ο |] b c 


Po 


13. Defendant JASON INTERNATIONAL INC. an affiliate of JASON 


MARKETING CO. was and is a Texas corporation with no current principal place of business. 


' . b6 
ιδ, 


14. Defendant, JOHNSON & JOHNSON HEALTHCARE SYSTEMS, INC., is a 
foreign corporation organized and existing under the laws of the State of New Jersey, having its 
principal place of business at P.O. Box 8800, 425 Hoes Ln., Piscataway, New Jersey 06855. 


Johnson & Johnson Healthcare Systems Inc.'s registered agent is Johnson & Johnson, One 
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Johnson & Johnson Plaza, New Brunswick, New Jersey 08933. 

15. Defendant, JOHNSON & JOHNSON MEDICAL, f/k/a JOHNSON & JOHNSON 
MEDICAL, INC. a wholly owned Division of ETHICON, INC. and as successor to JOHNSON 
& JOHNSON MEDICAL, INC. and SURGIKOS, INC. is a foreign corporation organized and 
existing under the laws of the State of New Jersey, having its principal place of business at 2500 
Arbrook Boulevard, Arlington, TX 76014. Johnson & Johnson Medical is a legal successor to 
certain liabilities of Surgikos, Inc., including liability for injuries to plaintiff(s) herein. All 
subsequent references to these “defendants” in this pleading is meant to include Surgikos, Inc., as 
well as the entities named as defendants herein. Its registered agent in Texas is CT Corporation 
Systems, 350 North Paul Street, Dallas, TX 75201. 

16. Defendant THE KENDALL COMPANY, L.P. f/k/a TYCO INTERNATIONAL 
(US) INC. and TYCO INTERNATIONAL, LTD and as successor to THE KENDALL 
COMPANY is a foreign corporation organized and existing under the laws of the State of 


Massachusetts, having its principal place of business at 15 Hampshire Street, Mansfield, 


Massachusetts 02048. This defendant's agent for service is o| — O O ee c 


17. Defendant MALAYTEX USA is a foreign corporation organized and existing 


under the laws of California, having its principal place of business at 4907 Central Avenue, 


Richmond, CA 94804. Its registered agent κκ κ κ κ ᾿ἊἊρ«᾿«ἉΆα. ee c 


18. Defendant MAXXIM MEDICAL, INC., and as successor to HENLEY 
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INTERNATIONAL, INC., is a foreign Corporation organized and existing under the laws of the 
State of Delaware having iis principal place of business at 10300 49th Street, North Clearwater, 
Florida 33762. Its registered agent for service of process in Florida is CT Corporation. 

19. Defendant MEDIGUARD, INC. n/k/a FOUR FINGERS HOLDING, INC. and as 
successor to JASON MARKETING CO. is a foreign corporation organized and existing under 
the laws of the State of California, having no current principal place of business. MEDIGUARD, 
INC. is a legal successor to certain liabilities of JASON MARKETING CO,, including liability 


for injuries to plaintiff(s) herein. All subsequent reference to these "defendants" in this pleading 


is meant to include JASON MARKETING CO., as well as the entities named as defendants 


herein. This defendant's agent for service is o| — . --- OE ος 


20. | Defendant MEDLINE INDUSTRIES, INC. is a foreign corporation, organized 
and existing under the laws of the State of Illinois having its principal place of business is One 
Medline Place, Mundelein, Illinois 60060. Its agent for service is c/o [sit xe 
L Ef 
21. | Defendant MICROFLEX CORPORATION, f/k/a MICROFLEX MEDICAL 
CORPORATION is a foreign corporation with its principal place of business at 127 Woodland 
Avenue, Reno, Nevada 89523. 
22. | Defendant OWENS & MINOR, INC. is a foreign corporation organized and 


existing under the laws of the State of Virginia having its principal place of business at 4800 


Cox Road, Glenn Alen, Virginia 23060 cd ^ | X 
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23. | Defendant REGENT MEDICAL DIVISION OF LONDON INTERNATIONAL 
GROUP INC. f/k/a LONDON INTERNATIONAL U.S. HOLDINGS, INC., and as successor to 
REGENT HOSPITAL PRODUCTS, LTD. and ALADAN CORPORATION, is a foreign 
corporation, organized and existing under the laws of the State of New Jersey, having its 
principal place of business at 3585 Engineering Drive, Suite 200, Norcross, Georgia 30092. 

24. | Defendant SAFESKIN CORPORATION is a foreign corporation, organized and 
existing under the laws of the State of Florida, having its principal place of business at 12671 
High Bluff Drive, Del Mar Corporate Plaza, San Diego, California 92130 df ] 

25. | Defendant SAVOY MEDICAL SUPPLY CO., INC. is a corporation incorporated 
under the laws of the State of New York, with its principal place of business at 745 Calebs Path, 
Hauppauge, New York 11788. 

26. | Defendant SMITH & NEPHEW AHP, INC. f/k/a SMITH & NEPHEW, INC., 
f/k/a AFFILIATED HOSPITAL PRODUCTS, INC. is being sued individually and as successor- 
in-interest to Smith & Nephew, Inc.; Smith and Nephew Perry a/k/a Smith & Nephew Medical; 
Perry Rubber Corp.; and Affiliated Hospital Products, Inc. Smith & Nephew AHP, Inc., is a 
foreign corporation, organized and existing under the laws of the State of Delaware, having its 
principal place of business at 1450 Brooks Road, Memphis, Tennessee 38116. Its registered 
agent for service is CT Corporation, 1209 Orange Street, Wilmington, Delaware 19801. 

27. Defendant TILLOTSON HEALTHCARE CORPORATION is a foreign 
corporation, organized and existing under the laws of the State of New Hampshire, having its 


principal place of business at 360 Route 101, Bedford, New Hampshire 03110. Its registered 
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agent is Peabody & Brown, 889 Elm Street, Manchester, NH 03101 Attn: [ e] 

28. Defendant TILLOTSON RUBBER COMPANY, INC. is a foreign corporation, 
organized and existing under the laws of the State of Massachusetts, having its principal place of 
business at 59 Waters Avenue, Everett, Massachussets 02194. 

29. | Defendant TILLOTSON CORPORATION d/b/a and a/k/a BEST 
MANUFACTURING COMPANY is a foreign corporation having its principal place of business 
at 89 Commercial Wharf, Boston, Massachussets 02110. 

30. The amount in controversy exceeds $75,000. This court has jurisdiction pursuant 
to 23 U.S.C. 8 1332 because of the amount in controversy and diversity of citizenship. 

GENERAL ALLEGATIONS 

31; Plaintif | while a student and thereafter in her work as a Dental 
Assistant and at other times between 1990 and 1998, unknowingly inhaled and was unknowingly 
exposed to latex, latex dust, latex proteins, latex-containing powder and/or various other 
additives resulting from the ordinary and foreseeable use of latex-containing gloves supplied, 
manufactured, distributed and sold by Defendants, used by her as well as her fellow students and 
co-workers. 

32. | Asa direct and proximate result of Defendants' tortious conduct, Plaintiff [| 

EN developed serious, severe and permanent bodily injuries, including but not limited 
to: the development of latex hypersensitivity, asthma, respiratory problems, hives, dermatitis, 
diarrhea, vomiting, confusion, throat soreness, fatigue, extreme discomfort, depression and 


emotional distress, all of which are or may be of a permanent, continuing, life-threatening nature. 
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Moreover, Plaintiff [has suffered significant pecuniary damages resulting from 
her lost wages and expenses incurred to treat the harmful effects from Defendants' tortious 
conduct. 

33. At all times material hereto, Plaintiff þras not aware of any — 
danger to her health that might result from contact with or exposure to the Defendants’ 
latex-containing gloves. 

34. Asa direct and proximate result of Defendants’ negligence, malicious, wanton 
and reckless acts and/or failure to act, breach of warranties, misrepresentations and defective 
products, Plaintiff] ἶνας caused to experience repeated and cumulative exposure 
to the Defendants’ latex-containing gloves and/or the dust and/or the proteins and/or the powder 
therefrom at the times and places set forth above and suffer severe and immediate reactions 
resulting in the injuries set forth more fully below. 

35. | Moreover, the actions of all Defendants aided, abetted, encouraged, induced or 
directed the negligent and/or intentional acts of each and every other Defendant. Each of the 
Defendants knew or should have known that its individual actions would combine to cause the 
injuries of those using or exposed to their respective latex products, including the Plaintiff(s). 

36. In that each exposure to such products caused. or contributed to Plaintiff ^ ] 

| jms, Plaintiff(s) says that the doctrine of joint and several liability should be 
extended to apply to each Defendant herein. 
:37. The actions and omissions of Defendants and their predecessors/successors-in- 


interest, as specifically alleged above and below, whether taken separately or together, were of 
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such a character as to constitute a pattern or practice of fraud, wanton disregard for the 
Plaintiff(s), intentional wrongful conduct and/or malice resulting in damage and injury to the 
Plaintiff(s). Defendants and their predecessors/successors-in-interest were aware of the extreme 
degree of risk of harm to individuals such as Plaintiff [ E] but nevertheless 
proceeded to act with conscious disregard of such individuals’ rights, safety, or welfare. As a 
result, each Defendant should be held liable in exemplary damages. 

38. Inthe event that Plaintiff(s) is unable to identify each injurious exposure to 
latex-containing gloves, Plaintiff(s) alleges that the Defendants named herein represent a 
substantial share of the relevant market of latex-containing gloves at all times material to the 
cause of action. Consequently, each Defendant should be held liable under the doctrines of 
enterprise liability, market-share liability, concert of action and alternative liability, among 


others. 


FIRST CAUSE OF ACTION -- NEGLIGENCE 

39. Plaintiff(s) repeats, reiterates, and realleges the above allegations as if fully set forth 
herein. 

40. The illnesses and disabilities of Plaintiff [ 1 are a direct and proximate 
result of the negligence of each Defendant and/or its predecessor/successor-in-interest in that said 
entities manufactured, designed, assembled, distributed, produced, sold, disposed, and/or otherwise 
put into the stream of commerce latex-containing gloves, which the Defendants knew, or in the 


exercise of ordinary care, should have known were defective, deleterious and highly harmful to the 
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health and well-being of Plaintiff(s) and other persons similarly situated. The Defendants were 
negligent in one, some and/or all of the following respects, among others, same being the proximate 
cause of Plaintiff(s)’ illnesses and disabilities: 
i. in failing to properly design and manufacture latex-containing gloves 
for safe use under conditions of use that were reasonably anticipated; 
ii. in failing to properly test and/or inspect said latex-containing gloves 
before they were released for consumer use; 
iii. in failing to recall and/or remove from the stream of commerce said 
latex-containing gloves despite knowledge of the unsafe and dangerous 
nature of such products; 
iv. in failing to comply with applicable government regulations and/or 
statutes and/or recognized industry standards pertaining to the manufacture, 
design, assembly and fabrication of latex-containing gloves; 
v. in failing to keep abreast of medical and industry research and 
literature pertaining to the dangers associated with repeated exposure to latex, 
latex proteins, and latex-containing products; 
vi. in failing to design, test, and manufacture latex gloves so as to reduce 
the amount of extractable proteins in the finished latex product; 
vii. in failing to timely and adequately warn Plaintiff(s) of the dangerous 
characteristics and serious health hazards associated with exposure to latex, 


latex dust, latex proteins, and/or powder additives in and/or emitted from 
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Defendants’ latex-containing gloves; 
viii. in failing to place timely and adequate warnings on the containers of 
Defendants’ latex-containing gloves or on Defendants’ latex-containing 
gloves themselves to warn of the serious health hazards associated with 
exposure to said latex-containing gloves; 
ΙΧ. | in failing to provide timely and adequate instructions regarding the 
precautions that should be taken to make Defendants' latex-containing gloves 
safe for their ordinary and foreseeable use; 
X. in using powders in the manufacture and/or design of Defendants’ 
latex-containing gloves that Defendants knew or should have known would 
increase the amount of latex and latex proteins emitted into the ambient air 
and cause severe injuries resulting from the inhalation of such powders; and, 
xi. in failing to develop and utilize a substitute material to eliminate latex 


and/or latex proteins and/or powders in the latex-containing gloves.’ 


At the time that the Defendants manufactured, designed, distributed, sold and/or 


placed into the stream of commerce their latex-containing gloves, safer alternative designs existed 


which reduced or eliminated the ultimate user's exposure to the harmful ingredients or elements of 


the gloves, including but not limited to the latex, dust, proteins, and/or powder contained in or on 


the gloves. 


42. 


By reason of the foregoing the plaintiff(s) has been damaged by the negligence and 
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wanton and willful recklessness of these defendants who will be liable to the plaintiff(s) jointly and 


severally in the sum of TWO MILLION ($2,000.000.00) DOLLARS, in addition to an unspecified 


sum of exemplary damages. 


SECOND CAUSE OF ACTION: STRICT PRODUCTS LIABILITY 

43. Plaintiff(s) repeats, reiterates and realleges the above allegations as though fully set 
forth herein. 

44. Pei | was exposed to latex-containing gloves that were 
manufactured, designed, distributed, sold, disposed and/or placed into the stream of commerce by 
the Defendants and/or their predecessors/successors-in-interest for use in the health care field and 
were defective, unreasonably dangerous, and that the latex-containing gloves were in this defective 
condition at the time they left the hands of Defendants. 

45. | Due to defective design, manufacturing defects, and/or inadequate warnings, 
Defendants' latex-containing gloves left the hands of the Defendants in a defective, unsafe and 
unreasonably dangerous condition not reasonably fit for the purposes and uses for which they were 
intended at the time they were sold and/or distributed by the Defendants. In particular, the 
Defendants' latex-containing gloves were defective because the use of Defendant's gloves for the 
purpose for which they were intended results in exposure to latex, dust, proteins, and/or powders 
contained on and/or in the gloves, which exposure presents an unreasonable, life-threatening hazard 
to human health. These defective conditions rendered the products unreasonably dangerous. At the 


time that the Defendants manufactured, designed, distributed, sold and/or placed into the stream of 
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commerce their latex-containing gloves, safer alternative designs existed which reduced or 
eliminated the ultimate user's exposure to the harmful ingredients or elements of the gloves. 

46. At the time that Defendants’ gloves left their control, Defendants knew or should 
have known that their latex-containing gloves presented an unreasonable risk of harm to Plaintiff 
and other health care workers when the gloves were used in the manner that was intended or could 
have been reasonably anticipated. Despite this knowledge, Defendants failed to adequately instruct 
and/or warn Plaintiff and other health care workers regarding the health hazards associated with.their 
products. This failure to instruct and/or warn rendered Defendants' latex-containing gloves defective 
and unreasonably dangerous and was a proximate and producing cause of the injuries and illnesses 
of Plaintif μιὰ of the damages sustained by Plaintiff(s). 

47. The Defendants are engaged in the business of manufacturing, distributing, and/or 
selling latex-containing gloves. Defendants’ latex-containing gloves were not substantially changed 
in condition from the time that they left the hands of the Defendants until they reached the hands of 
Plaintiffs). Defendants' latex-containing gloves were subjected to their foreseeable and intended 
use by Plaintiff and her fellow health care workers. Defendants’ latex-containing gloves were the 
proximate and producing cause of the injuries and illnesses of Plaintiff [iin of the 
damages sustained by Plaintiff. 

48. Defendants knew that these latex-containing gloves would be used without inspection 
for defects and, by placing them on the market without an adequate warning and/or instruction, 


represented that they would safely do the job for which they were intended. 
49. Atall times that Phiif] vas exposed to the latex-containing gloves 
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of the Defendants, these latex-containing products were being used in a manner which was intended 
by the Defendants and/or that was or should have been reasonably anticipated by the Defendants. 
50. By reason of the foregoing the plaintiff(s) has been damaged by the wanton and 
willful recklessness of these defendants who will be liable to the plaintiff(s) jointly and severally 
in the sum of TWO MILLION ($2,000.000.00) DOLLARS, in addition to an unspecified sum of 


exemplary damages. 


THIRD CAUSE OF ACTION-BREACH OF IMPLIED WARRANTIES 

51. . Plaintiff(s) repeats, reiterates, and realleges the above allegations as though fully set 
forth herein. 

52. Defendants impliedly warranted that their latex-containing gloves were of good and 
merchantable quality d fit for their intended use. 

53. Plaintif used and worked in close proximity to others who were 
using latex-containing gloves manufactured, produced and/or distributed by the Defendants, and her 
exposure and the purpose for which he/she was using the gloves was known or should have been 
anticipated by the Defendants. 

54. Defendants’ implied warranties that their latex-containing gloves were of good and 
merchantable quality and were fit for their particular purpose were breached in that the ordinary and 
foreseeable use of these gloves resulted in end users such as Plaintiff [inating and 
being otherwise exposed to latex, latex dust, latex proteins, and various powder additives, which 


caused Plaintiff(s) to suffer illnesses and injuries 
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55. Defendants’ implied warranty that their latex-containing gloves were of zd and 

merchantable quality was further breached in that Defendants' gloves: 
8. were not fit for the ordinary purpose for which such gloves are used due to 
the dangers to human health caused by exposure to the gloves; 
b. were not adequately labeled to warn of and/or prevent health hazards; and 
C. did not conform to affirmations of fact regarding the safety of the gloves 
made on the gloves’ containers or labels, including but not limited to 
affirmations that the gloves were “hypoallergenic”. 

56. | Each Defendant’s breach of implied warranties described above directly and 
proximately caused both the injuries, illnesses, and disabilities of Plaintif — 1] and 
the damages sustained by Plaintiff(s). 

57. | By reason of the foregoing the plaintiff(s) has been damaged by the conduct of these 
Defendants jointly and severally in the sum of TWO MILLION ($2,000.000.00) DOLLARS, in 


addition to an unspecified sum exemplary damages. 


FOURTH CAUSE OF ACTION - FRAUD 
58.  Plaintiff(s) repeats, reiterates, and realleges the above allegations as though fully set 
forth herein. 
59.  Plaintiff(s) further alleges that Defendants and/or their predecessors-in-interest 
knowingly agreed, contrived, combined, confederated and conspired among themselves to cause 


Plaintiff[ ^ [injuries and illnesses by exposing Plaintiff(s) to harmful and dangerous 
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latex-containing gloves. Defendants further knowingly agreed, contrived, combined, confederated 


and conspired to deprive Plaintiff(s) of the opportunity of informed free choice as to whether to use 


said latex-containing gloves or to expose himself/herself to said dangers. Defendants committed 


the above described wrongs by willfully misrepresenting and suppressing the truth as to the risks and 


dangers associated with the use of and exposure to Defendants' latex-containing gloves. 


60. In furtherance of said conspiracies, Defendants performed the following overt acts: 


a. 


for many years, Defendants, individually, jointly, and in conspiracy with each 
other, have been in possession of medical and scientific data, literature and/or 
test reports which clearly indicated that the inhalation of and dermal exposure 
to latex, latex dust, latex proteins, and various powder additives resulting 
from the ordinary and foreseeable use of Defendants’ latex-containing gloves 
was unreasonably dangerous, hazardous, deleterious to human health, and 
potentially deadly; 
despite the medical and scientific data, literature, and/or test reports 
possessed by and available to Defendants, Defendants individually, jointly, 
and in conspiracy with each other, fraudulently, willfully, knowingly, 
recklessly, and/or maliciously: 
1. withheld, concealed and suppressed material facts, including said 
medical and scientific data, literature and/or test reports regarding the 


risks of the development of latex hypersensitivity and other related 


illnesses and injuries from Plaintiff | | and others 
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similarly situated, who were using and otherwise being exposed to 
Defendants' latex-containing gloves; and 

2. made representations as to material facts regarding the safety of 
Defendants’ latex-containing gloves, including but not limited to the 
representation that certain gloves were “hypoallergenic”, which 
representations Defendants knew were incorrect, incomplete, and 
misleading. 

c. by the false and fraudulent representations, omissions and concealments 
set forth above, Defendants, individually, jointly, and in conspiracy with each 
other, intended to induce Plaintiff [to rely upon said false 
and fraudulent representations, omissions and concealments and to use 
Defendants’ latex-containing gloves. 

61. Plaintiff [reasonably and in good faith relied upon the false and 
fraudulent representations, omissions and concealments made by the Defendants regarding the nature 
and safety of their latex-containing gloves. Each of the representations, omissions and concealments 
set forth above are material for the reason that Plaintiff] [wowa not have used or 
allowed himself/herself to be exposed to Defendants’ latex-containing gloves had he/she known of 
the falsity of the representations or had he/she been aware of the omissions and concealments. 

62. Atall times material hereto, the Defendants had superior knowledge and expertise 
in comparison to Plaintif ^ [onceming the nature and safety of their latex-containing 


gloves, and Plaintiff(s) justifiably relied upon Defendants' superior knowledge and expertise. 


FADOCSINCPUBLICACTIVEMAY VILLE. VALALXFED.COMD 


b6 
b7C 


b6 
b7C 


63. As a direct and proximate result of her reliance on Defendants' false and fraudulent 


representations, omissions and concealments, Plaintiff [ is sustained damages, 


including the injuries, illnesses, disabilities, and other damages set forth below, and has been 


deprived of the opportunity of informed free choice in connection with the use of and exposure to 


Defendants' latex-containing gloves. As a direct and proximate result of Plaintiff [ | 


reliance on Defendants' false and fraudulent representations, omissions and concealment, Plaintiff(s) 
has sustained damages in the amount of. TWO MILLION ($2,000.000.00) DOLLARS, in addition 


. to an unspecified sum of exemplary damages. 


FIFTH CAUSE OF ACTION - NEGLIGENT MISREPRESENTATION 

64. — Plaintiff(s) repeats, reiterates, and realleges the above allegations as though fully set 
forth herein. 

65. In the course of their business and in furtherance of their pecuniary interests, 
Defendants, individually, jointly, and in conspiracy with each other, made false representations 
regarding the safety of their latex-containing gloves, including but not limited to the representation 
that certain gloves were “hypoallergenic”. 

66. Defendants did not exercise reasonable care in obtaining and communicating 
information to Plaintiff σα the extent and severity of the human health 
hazards associated with the inhalation of and dermal exposure to latex, latex dust, latex proteins, and 
various powder additives resulting from the ordinary and foreseeable use of Defendants' 


latex-containing gloves. 
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67. Plaintiff EE S justifiably, and in good faith relied upon the 
false representations made by the Defendants regarding the safety of their latex-containing gloves. 
It was foreseeable that Plaintiff(s), as a worker in the health care field who frequently used 
Defendants' latex-containing gloves, would rely upon the information and representations provided 
by Defendants regarding the safety of their latex-containing products. 

68. | Asa direct and proximate result of her reliance on Defendants' false representations, 
«Ες... sustained pecuniary loss and other damages, including the injuries, 
illnesses, disabilities, and other damages set, and has been deprived of the opportunity of informed 
free choice in connection with the use of and exposure to Defendants' latex-containing gloves. As 
a direct and proximate result of Plaintiff [| [eime on Defendants' false 
representations, Plaintiff(s) has sustained damages in the amount of TWO MILLION 


($2,000.000.00) DOLLARS, in addition to an unspecified sum of exemplary damages. 


SIXTH CAUSE OF ACTION -- CONCERT OF ACTION AND CONSPIRACY 
69. . Plaintiff(s) repeats, reiterates and realleges the above allegations as though fully set 
forth herein. 
70. Defendants, including HIMA, collectively agreed not to warn users about the health 
risks of latex gloves. 
71. Defendants assured that latex gloves became widely accepted and used without 
adequate testing. 


72. Defendants collectively agreed not to modify the manufacturing method of latex 


FADOCS\NCPUBLIC\ACTIVE\MAY VILLE. VALALXFED.COMD 


b6 
b7C 


b6 
b7C 


Θ 1 © 

gloves so as to reduce or eliminate the health risks. 

73. Defendants obstructed and opposed inquiries by the FDA into the health risks of latex 
gloves and obstructed requests by the FDA to change the manufacturing and labeling of latex gloves. 

74. | The Defendants falsely misled users, purchasers, physicians, and the FDA as to the 
safety of latex gloves by labeling latex gloves with the word "hypoallegenic." 

75. | The Defendants withheld from public use latex gloves that were designed and 
manufactured in such a way as to reduce the health risks to users. 

76. The Defendants thwarted the design, manufacture, and sale of safe latex gloves by 
other defendants and manufacturers. 

77. The Defendants withheld from the public, users, governmental agencies, the FDA, 
healthcare providers, and healthcare facilities: 

8. information about the environmental health risks of airborne, protein-laden 
dust; and 
b. medical knowledge, research, and studies about latex health risks. 

78. The Defendants shared and relied on identical information with regard to design, 
manufacture and labeling of latex gloves. 

79. The Defendants created and maintained an inadequate, industry--wide standard for 
the design, manufacturing, and labeling of latex gloves. 

80. The Defendants created and maintained the latex glove industry to be a centralized 
industry controlled by a small group of actors. 


81. Defendants led the public to believe in the safety of their products even though they 
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knew health risks to be present. 

82. Defendants engaged in a scheme that concealed information about latex glove health 
risks from the public, including Plaintiff(s), purchasers, from regulatory bodies. 

83. | Each Defendant aided, abetted, acted in concert, and acted in common plan with each 
other, with the other members of the latex glove industry, and with trade associations, through 
express and tacit agreement, imitative behavior and conscious parallel behavior as alleged herein. 

84. | Defendant HIMA organized and coordinated the interests and activities of the other 
named defendants and took affirmative steps and acts as part of the concert of action and 
conspiracies alleged in this cause of action, including but not limited to causing the FDA to not 
regulate further the manufacture, sales and labeling of latex gloves. 

85. | Bach Defendant knew that its activities were violative of common law standards 
of care and that their withholding of information, failure to develop tests, and promotion of 
widespread use of latex gloves would expose persons, such as Plaintiff(s), to an unreasonable risk 
of bodily injury. 

86. | Each Defendant nevertheless gave substantial assistance and encouragement to each 
other, to other members of the latex glove industry and trade associations, as alleged herein. 

87. | Bach Defendant conspired with the other defendants to do unlawful acts, as pleaded, 
and performed said acts in furtherance of the conspiracy, thereby causing injury to plaintiff(s). 

88. Each manufacturing Defendant was a joint venturer with the other and engaged in a 
for-profit activity regarding latex gloves wherein: 


a. each manufacturing Defendant named as a parent corporate entity or a 
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successor in interest of another named Defendant was in reality the alter ego 
of the other Defendant, rendering each Defendant liable for the acts of the 
other Defendant; 
b. each Defendant acted as an agent of the other Defendant wherein each 
Defendant had the right to control the activities of the other Defendant in 
rendering each Defendant liable under a theory of agency. 
89. As a direct and proximate result of Defendants' tortious conduct, plaintiff(s) has | 
sustained damages in the amount of TWO MILLION ($2,000.000.00) DOLLARS, in addition to 


an unspecified sum of exemplary damages. 


SEVENTH CAUSE OF ACTION - ALTERNATIVE LIABILITY 

90. . Plaintiff(s) repeats, reiterates and realleges the above allegations as though fully 
set forth herein. Specifically, Plaintiff(s) repeats reiterates and realleges those allegations 
pertaining to Defendants' negligence, strict liability, fraud, negligent misrepresentation, breach of 
warranties and concert of action. 

91. Latex gloves are a fungible item. 

92. The Defendants marketed latex gloves as a generic item. 

93. | Every Defendant who could have caused harm to plaintiff(s) is a named party in 
this or its parallel action. 

.94. — The Defendants' conduct makes it impossible to individually determine the actual 


Defendants who have caused the harm to the plaintiff(s). 
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95. The Defendants are in à superior position to offer evidence of identification. 


96. | Each Defendant is alteratively liable for the entire sum of the plaintiff(s)'s 


damages. 


EIGHTH CAUSE OF ACTION - MARKET SHARE LIABILITY 

97. . Plaintiff(s) repeats, reiterates and realleges the above allegations as though fully 
set forth herein. Specifically, Plaintiff(s) repeats reiterates and realleges those allegations 
pertaining to Defendants' negligence, strict liability, fraud, negligent misrepresentation, breach of 
warranties and concert of action. 

98. Defendants engaged in identical conduct in marketing their gloves. 

99. . Plaintiff(s) cannot identify all of the manufacturers of gloves to which he/she was 
exposed. 

100. Defendants controlled the market, or a substantial share of the market pertaining 
to latex gloves. 

101. Liability for plaintiff(s)'s damages should be apportioned pursuant to each 
Defendant's share of the market for gloves during the pertinent years, or the degree of risk 


created. 


NINTH CAUSE OF ACTION - ENTERPRISE LIABILITY 


102.  Plaintiff(s) repeats, reiterates and realleges the above allegations as though fully 
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set forth herein. Specifically, Plaintiff(s) repeats reiterates and realleges those allegations 
pertaining to Defendants' negligence, strict liability, fraud, negligent misrepresentation, breach of 
warranties and concert of action. 
103. Each Defendant adhered to and encouraged industry-wide standards created and 
perpetuated by the other Defendants, as alleged herein. 
104. Defendants jointly controlled the risk created by the use of their gloves. 


105. Each Defendant is liable as an actor in the aforesaid enterprise. 


TENTH CAUSE OF ACTION -- LOSS OF CONSORTIUM 
«106. — Plaintiff(s) repeat, reiterate, and reallege the above allegations as though fully set 
forth herein. 

107. As a direct and proximate result of Defendants' tortious conduct as set forth more 
fully herein, Pit] has sifted and will suffer the loss of his wife’s services, 
consortium, financial support, and the care and comfort of her society as a proximate result of the 
acts of Defendants alleged above. Plaintiff = fas incurred and will incur expenses 
in the future for medical attention rendered to his wife. 

108. By reason of the foregoing the Plaintiff(s) have been damaged by the conduct of 
these Defendants who will be liable to the Plaintiff(s) jointly and severely in the sum of TWO 
MILLION ($2,000.000.00) DOLLARS, in addition to an unspecified sum of exemplary 
damages. 


WHEREFORE, Plaintiff(s) demands judgment against the Defendants, and each of them, 
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. jointly and severally, for general damages as follows: 
. First Cause of Action: TWO MILLION ($2,000.000.00) DOLLARS; 
. Second Cause of Action: TWO MILLION ($2,000.000.00) DOLLARS; 
. Third Cause of Action: TWO MILLION ($2,000.000.00) DOLLARS; 
. Fourth Cause of Action: TWO MILLION ($2,000.000.00) DOLLARS; 
. Fifth Cause of Action: TWO MILLION ($2,000.000.00) DOLLARS; 
. Sixth Cause of Action: TWO MILLION ($2,000.000.00) DOLLARS; 
. Seventh Cause of Action: TWO MILLION ($2,000.000.00) DOLLARS; 
. Eighth Cause of Action: TWO MILLION ($2,000:000.00) DOLLARS; and 
. Ninth Cause of Action: TWO MILLION ($2,000.000.00) DOLLARS. 
WHEREFORE, Plaintiff(s) also demands judgment for special damages and for 

punitive/exemplary damages, for their costs expended herein, for prejudgment interest as 
provided by law, and post-judgment interest on the judgment at the rate allowed by law, and for 
such other and further relief, both at law and in equity, to which Plaintiff(s) may show 
himself/herself justly entitled. 

Respectfully submitted, 

BARON & BUDD 

660 Madison Avenue 

Suite 1800 

New York, NY 10021 

b6 
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IURY DEMAND 


Plaintiff(s) demands that all issues of fact in this case be tried to a properly impanelled. 
jury. 


FADOCSINCPUBLICACTIVEMAY VILLE. VALILXFED.COMD 


Hoover's Company Capsule e yco Internation... 


Hoover's Company Capsule 


Tyco International Ltd. 


Phone: 603-778-9700 


One Tyco Park 
Fax: 603-778-7330 


Exeter, NH 03833 


http/Avww.tyco.com/index/mastinde.asp . 
Tyco International believes in diversity. Its largest 


unit, Fire and Security Systems, is the world leader 
in security and fire-protection systems; Tyco's ADT 
subsidiary is the top US provider of security 
monitoring. Tyco's Telecommunications and 
Electronics group makes electrical connectors, 
conduits, printed circuit boards, and undersea 
fiber-optic cable. lis Healthcare and Specialty 
Products group makes Curity bandages, 
patient-monitoring equipment, crutches, and 
adhesives. Its Flow Control group makes pipe, pipe 
fittings, tubing, flow meters, and other steel 
equipment for commercial and industrial 
applications. 


Top Competitors 
Honeywell International | Johnson & Johnson | 
3M 


Get the Profiles 


News & Commentary 
Hoover's News 


Current Stories Mentioning Tyco International 
(powered by NewsAlert) 


Hoover's Selected Stories 


Tyco Stock Drops On News Of SEC Inquiry 
(San Jose Mercury News, December 9, 1999) 


At Tyco, Accounting 'Baths' Begin Before The Deals 


Close 


(The New York Times, October 29, 1 999, Registration required) . 


Company Press Releases 
Archived News About Tyco International 


From Transium 


http://research. web.aol.com/data/hoovers/bios/t/tyc.htm 


o Page 1 of2 


ux Available only to Hoover's 
Online members. 
Eind out how to join. 


"Key Numbers 
NYSE: TYC 


#64 in Hoover's 500 
S&P 500 

Fiscal Year-End: 
September 


1999 Sales (mil.): $22,496 
1-Yr. Sales Growth: 
82.796 


1999 Net Inc. (mil.): $985 
1-Yr. Net Inc. Growth: 
(16.195) 


1999 Employees: 182,000 
1-Yr. Employee Growth: 
109.296 


Free Annual Financials 


Free Quarterly Financials 
In-depth Financials = 


Key People 
Chairman and CEO: 


EVP and ae 


EVP and Chief Corporate - 
Counsel: 


[ 1] 
[Cd 


More Officers ax) 


Key Resources 
For Investors 
1998 Annual Report 


1/5/80 


b6 
b7C 


b6 
b7C 
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01/05/99 
01/06/99 
01/07/99 
01/08/99 
01/11/99 
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01/13/99 
01/14/99 
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Saturday, 
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5,031,800 
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| 3,506,800 


3,884,000 
3,810,400 
3,952,200 
4,495,800 
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5,117,000 
4,324,400 
4,601,200 
7,224,000 
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4,201,600 
4,165,400 
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6,339,400 
6,691,600 
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4,458,800 
15,097,000 
15,403,000 
12,482,400 
11,263,400 
12,208,000 
16,579,200 


21,510,600 


13,336,200 
11,813,000 

9,922,600 

6,818,000 
11,024,000 
15,652,800 
13,091,600 


January 05, 


9. 
39 
39 
38 
37 
37 
37 
38 
37 
37 
37 
37 
37 
38 
39 
38 
38 
37 
37 
37 
38 
37 
36 
37 
37 
37 
37 
36 
36 
37 
37 
37 
36 
37 
39 
39 
39 
38 
39 
41 
39 


1980 


1/2 38 
1/2 39 
1/4 38 
3/16 37 
5/8 36 
1/4 36 
3/4 36 
36 

7/16 36 
1/2 36 
1/8 - 386 
3/4 36 
9/16 37 
9/16 36 
37 

7/8 38 
3/16 37 
7/16 36 
36 

11/16 36 
1/2 37 
7/16 36 
13/16 .35 
1/8 36 
3/8 36 
13/16 37 
1/2 ` 36 
1/2 35 
3/4 35 
1/8 36 
7/16 36 
1/4 36 
1/4 35 
5/8 35 
1/8 37 
1/8 38 
7/16 38 
7/8 38 
7/16 38 
1/8 39 
13/16 38 
America 


7/8 


1/16 
1/16 
11/16 
1/8 
9/16 
7/16 
1/4 
5/8 
3/8 
13/16 


11/16 
13/16 
3/8 
1/16 
5/16 
7/8 
9/16 
5/16 
5/8 
1/2 
1/8 
7/16 
1/2 
1/2 
3/4 
5/16 
7/8 


3/16 
9/16 
15/16 
3/16 
3/8 
5/16 
3/8 
11/16 
3/4 


Online 


M η 


39 1/8 
38 5/16 
37 9/16 
37 1/4 
36 5/8 
37 11/16 
36 7/8 
36 1/2 


37 1/8 
37 1/2 
37 1/16 
37 11/16 
38 15/16 
38 3/16 
37 7/16 
36 3/4 
36. 15/16 
37 9/16 
37 3/4 
36 5/8 
36 3/4 
36 5/8 
37 1/4 
37 9/16 
36 5/8 


35 15/16 


37 1/16 
36 1/4 
35 5/8 
37 1/16 
38 1/4 
38 11/16 
38 7/16 
38 1/2 
39 3/16 
39 11/16 
39 1/8 
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: 04/21/99 
04/22/99 
04/23/99 
04/26/99 
04/27/99 
04/28/99 
04/29/99 
04/30/99 
05/03/99 
05/04/99 
05/05/99 
05/06/99 
05/07/99 
05/10/99 
05/11/99 
05/12/99 
05/13/99 
05/14/99 
05/17/99 
05/18/99 
05/19/99 
05/20/99 
05/21/99 
05/24/99 
05/25/99 
05/26/99 
05/27/99 
05/28/99 
06/01/99 
06/02/99 
06/03/99 


06/04/99 


06/07/99 
06/08/99 
06/09/99 
06/10/99 
06/11/99 
06/14/99 
06/15/99 
06/16/99 
06/17/99 


13,609,200 
17,163,400 
10,717,800 
11,119,800 
7,594,600 
5,761,600 
7,103,000 
6,780,600 
6,528,400 
5,245,400 
7,025,600 
6,404,800 
7,666,600 
6,215,400 
11,149,200 
5,864,400 
8,163,600 
9,515,000 
4,657,600 
4,976,000 
14,947,000 
7,981,400 
5,384,000 
7,326,600 
5,327,000 
7,805,400 
5,343,800 
3,997,000 
5,366,600 
3,590,600 
5,995,800 
4,855,200 
4,296,400 
5,220,600 
3,485,200 
4,264,000 
6,510,000 
3,846,800 
5,807,000 
6,758,000 
4,409,000 


e. 
41 
41 
42 
43 
42 
42 
41 
42 
42 
44 
42 
42 
42 
44 
44 
44 
45 
44 

44 
47 
47 
46 
45 
44 
44 
43 
43 
44 
44 
44 
45 
45 
45 
45 
44 
44 
44 
44 
45 
46 


Saturday, January 05, 1980 


3/16 40 
1/4 40 
11/16 40 
7/8 41 
1/16 42 
9/16 42 
3/8 40 
9/16 40 
3/8 40 
5/8 41 
1/16 40 
41 

1/2 41 
9/16 41 
7/16 43 
1/4 42 
7/16 43 
3/8 43 
3/4 43 
7/8 43 
1/8 43 
.45 

1/2 44 
3/16 43 
11/16 43 
1/8 42 
15/16 42 
13/16 43 
3/8 43 
7/16 43 
5/8 43 
1/4 44 
1/2 44 
1/2 44 
1/16 44 
9/16 43 
3/4 43 
11/16 44 
11/16 44 
15/16 44 
3/8 45 
America 


3/8 
11/16 
7/8 
3/16 
1/8 
3/4 


3/4 
9/16 
3/4 
1/8 
5/16 
11/16 
1/4 
7/8 
3/4 
11/16 
5/16 
5/8 
3/4 
11/16 
1/2 
3/16 
11/16 
7/8 
1/2 
3/8 
3/4 
3/16 
1/4 
7/16. 
1/4 
9/16 
3/8 
5/8 
15/16 
3/8 
3/16 
11/16 
9/16 


40 
40 
41 
42 
42 


42 


41 
40 
42 
41 
41 
41 
42 
42 
43 
43 
44 
45 
44 
44 
46 
45 
44 


43. 
44 


43 
43 
83 
44 
43 
44 
44 
45 
44 
44 
44 
44 
44 
44 
45 
45 
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-06/18/99 
06/21/99 
06/22/99 
06/23/99 
06/24/99 
06/25/99 
06/28/99 
06/29/99 
06/30/99 
07/01/99 
07/02/99 
07/06/99 
07/07/99 
07/08/99 
07/09/99 
07/12/99 
07/13/99 
07/14/99 
07/15/99 
07/16/99 
07/19/99 
07/20/99 
07/21/99 
07/22/99 
07/23/99 
07/26/99 
07/27/99 
07/28/99 
07/29/99 
07/30/99 
08/02/99 
08/03/99 
08/04/99 
08/05/99 
08/06/99 
08/09/99 
08/10/99 
08/11/99 


08/12/99 ` 


08/13/99 


08/16/99: 


Saturday, 


5,991,800 


2,857,200 


6,184,800 
5,438,000 
4,014,200 
3,053,200 
3,136,000 


, 4,309,200 


6,498,200 
9,825,800 
5,662,200 
4,940,800 
4,998,200 
6,062,200 
3,783,000 
4,693,600 
6,260,000 
3,629,400 
3,183,000 


. 2,919,800 


4,508,800 
11,207,800 
8,214,800 
8,895,600 
8,627,000 
3,590,400 
5,329,800 
3,363,000 
5,243,600 
4,689,200 


ο 5,539,400 


5,383,600 
4,120,800 


. 6,763,600 


3,954,000 
5,706,000 
4,559,800 
4,510,600 
6,452,000 
6,686,800 
6,631,400 


January 05, 


e. 


46 
47 
47 
47 
46 
46 
46 
47 
49 
49 
49 
50 
50 
50 
50 
49 
50 
50 
50 
50 
52 
52 
51 


50 


49 
50 
50 
49 
49 
50 
51 
50 
49 
48 
48 
48 
49 
49 
50 
51 


1980 


1/4 45 
5/16 45 
7/16 46 
1/16 46 
45 

45 

1/8 45 
3/8 45 
3/8 46 
1/2 47 
3/4 49 
15/16 49 
1/8 49 
1/2 48 
11/16 . 49 
3/16 48 
13/16 48 
1/4 49 
5/16 49 
1/8 49 
3/4 50 
1/4 50 
50 

50 

1/4 48 
1/4 48 
1/4 49 
7/16 49 
15/16 48 
7/8 48 
3/4 ‘49 
1/4 50 
15/16 49 
1/8 47 
3/8 | 47 
13/16 47 
1/2. 47 
48 

7/8 49 
9/16 49 
1/4 50 
America 


1/2 
15/16 
1/16 
7/16 
11/16 
3/8 
1/2 
1/4 


11/16 


1/2 
1/4 
15/16 
13/16 
11/16 
5/16 
11/16 
15/16 
1/2 


7/8 
1/4 
3/16 
7/8 
9/16. 
3/16 
7/8 
7/8 
7/8 
1/4 
9/16 


1/2 
1/8 
5/8 
11/16 
3/16 
1/4 
13/16 


5/8. 


50... 


46 1/16 


47 

46 3/4 
45 13/16 
45 7/16 
45 15/16 


.46 3/8 


47 3/8 
49 3/16 
49 3/8 
49 1/2 
50 

49 15/16 
50 3/16 
49 1/8 


. 49 5/8 


49 7/8 
50. 

49 7/8 
50 9/16 
51 9/16 
50 15/16 
50 1/4 
49 5/16 
49: 

50 3/16 
50 1/8 
49 

48 7/8 
50 5/8 
50 3/4 
49 1/16 
48 3/8 
47 5/8 
A8 7/16 
47 15/16 
48 15/16 
49 1/4 
50. 7/16 
51 1/8 
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-08/17/99 
08/18/99 
08/19/99 
08/20/99 
08/23/99 
08/24/99 
08/25/99 
08/26/99 
08/27/99 


08/30/99 


08/31/99 
09/01/99 
09/02/99 
09/03/99 
09/07/99 
09/08/99 


09/09/99 - 


09/10/99 
09/13/99 
09/14/99 
09/15/99 
09/16/99 
09/17/99 
09/20/99 
09/21/99 
09/22/99 
09/23/99 
09/24/99 
09/27/99 
09/28/99 
09/29/99 
09/30/99 
10/01/99 
10/04/99 
10/05/99 
10/06/99 
10/07/99 
10/08/99 
10/11/99 
10/12/99 
10/13/99 


“.7,883,400 


4,476,600 
3,898,400 
7,024,400 
' 4,348,800 
5,316,800 
4,976,600 
4,170,000 
4,673,400 
4,193,200 
4,621,600 
3,341,600 
4,830,800 
5,108,200 
4,526,800 
4,849,600 
6,976,600 
3,952,400 
:3,309,600 
4,596,200 
5,652,000 
6,123,800 
7,300,000 
3,444,200 
5,337,000 
4,933,600 
6,344,800 
9,102,400 
5,290,200 
10,202,200 
5,056,400 
7,537,400 
4,822,800 
3,844,000 
6,471,200 
4,660,800 
4,382,400 
5,340,400 
3,926,200 
4,696,000 
10,396,600 


e. 


52 
51 
52 
51 
51 
51 
51 
50 
51 
50 
51 
50 
51 
50 


5l 


52 
52 
51 
50 
51 
50 
51 
51 
52 
51 
52 


51 


50 
49 
51 
52 
51 
52 
53 
53 
53 
53 
53 
53 
51 
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15/16 
1/2 
1/16 
1/4 
11/16 
5/8 
9/16 
3/8 
15/16 
1/8 
7/8 
5/8 
3/4 
1/8 
9/16 
3/8 
1/8 
1/8 
1/8 
9/16 
3/8 
1/2 
15/16 
15/16 


11/16 
3/8 
7/8 


1/8 
3/16 
3/8 
3/8 
1/2 
11/16 
1/8 
3/16 
7/8 
7/16 


3/8 


51 
51 
50 
50 
51 
51 
50 
50 
49 


49 
49 


50 


-50 


49 


50 
50 


50 
51 
50 
49 
49 
49 
50 
51 
50 
50 
51 


_ 49 
' 49 


47 
49 
49 
50 
51 
52 
52 
52 
52 
52 
51 
45 


11/16 
9/16 
9/16 
3/4 
3/16 
3/16 
13/16 
1/2 
13/16 
7/8 
11/16 
11/16 
1/16 
15/16 


1/16 
13/16 


1/8 
15/16 
7/8 
11/16 
9/16 
7/16' 
3/4 
5/8 
1/2 
7/16 
1/4 
15/16 
1/4 
7/8 
7/16 
1/8 
1/16 
1/4 


11/16 
11/16 
7/16 
1/2 


εις 


51 11/16 
50 11/16 
51 1/8 
51 3/8 
51 7/16 
51 1/16 
50 11/16 
50 9/16 
50 

50 11/16 
51 1/4 
50 3/8 
50 

50 1/4 
51 1/4 
51 1/16 
51 5/16 
50 9/16 
50 1/4 
50 1/16 
50 1/4 
51 3/16 
51 5/8 
51 1/16 
51 1/2 
51 5/8 
50 

49 5/16 
49 ; 
50 1/16 
51 11/16 
51 5/16 
52 3/16 
52 1/2 
52 7/8 
52 3/4 
52 3/4 
53 

51 11/16 
48 1/2 


America πη... --- 


'"b6 
Page b7c 


- 10/14/99 
10/15/99 
10/18/99 
10/19/99 
10/20/99 
10/21/99 
10/22/99 
10/25/99 
10/26/99 
10/27/99 
10/28/99 
10/29/99 
11/01/99 
11/02/99 
11/03/99 
11/04/99 
11/05/99 
11/08/99 
11/09/99 
11/10/99 


11/11/99: 


11/12/99 
11/15/99 
11/16/99 
11/17/99 
11/18/99 
11/19/99 
11/22/99 


11/23/99. 


11/24/99 
11/26/99 
11/29/99 
11/30/99 
12/01/99 
12/02/99 
12/03/99 
12/06/99 
12/07/99 
12/08/99 
12/09/99 
12/10/99 


Saturday, 


60,155,600 


. 31,660,200 


27,897,800 
20,339,600 
20,598,000 
14,445,000 
14,325,500 
(8,353,400 
6,145,200 
15,087,300 
26,991,300 
39,658,100 
38,706,100 
32,811,000 
20,358,100 
13,915,100 
15,802,300 
10,386,200 
19,226,500 
10,617,900 
11,969,900 
10,215,000 
9,941,900 
10,151,300 
8,903,600 
6,751,600 
6,980,200 
8,362,400 
8,776,100 
5,670,000 
2,489,700 
6,139,800 
10,865,100 
10,774,500 
13,705,800 
21,008, 800 
25,657,800 
22,806,800 
12,596,900 


114,872,200 


67,776,600 


January 05, 


e. 


45 
44 
42 


44 


44 
46 
46 
44 
43 
44 


44 


39 
39 
42 
42 
40 
40 
41 
42 
44 
44 
44 
44 
44 
45 
45 
43 
43 
42 
43 
42 
41 
41 
40 
39 
37 
36 
36 
29 
33 


1980. 


9/16 41 
1/4 42 
11/16 38 
3/8 . 41 
7/8 43 
42 

1/8 44 
3/8 42 
13/16 43 
7/8 40 
1/4 39 
1/2 38 
5/8 35 
3/4 37 
3/8 40 
1/2 39 
5/16 38 
5/16 38 
15/16 40 
3/16 41 
1/8 41 
3/4 42 
9/16 -43 
1/4 42 
7/8 43 
1/8 44 
43 

7/8 42 
1/16 “AL 
1/2 41 
| 42 
1/2 41 
1/8 39 
9/16 39 
11/16 38 
5/8 37 
15/16 35 
3/4 35 
3/4 35 
5/8 22 
3/8 29 
America 


1/2 
1/16 
1/2 
1/8 
5/16 
9/16 
1/8 
7/8 
3/16 
7/16 


3/4 


1/8 
5/16 
9/16 


11/16 
1/4 


15/16 
1/2 


7/8 


3/16 
1/2 
1/4 
5/16 
7/8 
1/8 
1/8 
7/8 
13/16 


3/8 
1/2 


IU. 


44 1/16 
40 13/16 
42 1/16 


43 1/2 
45 13/16 
44 13/16 
44 1/16 
41 7/8 
44 1/16 
39 7/8 
35 1/2 
39:3/8 
41 1/8 


41 3/4 
41 7/8 


43 1/4 
43 3/8 
44 1/16 
44 7/8 
43 11/16 
42 15/16 
41 13/16. 
42 1/4 
42 3/4 
41 1/4 
40 1/16 
39 7/8 
38 1/2 
37 5/16 
35 15/16 
35 1/8 


36 3/16 


27 3/4 
30 7/16 
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~ 12/13/99 
12/14/99 
12/15/99 
12/16/99 


12/17/99- 


12/20/99 
12/21/99 
12/22/99 
12/23/99 


12/27/99. 


12/28/99 
12/29/99 
12/30/99 
12/31/99 
01/03/00 
01/04/00 
01/05/00 
01/06/00 
01/07/00 
01/10/00 
01/11/00 
01/12/00 
01/13/00 
01/14/00 
01/18/00 
01/19/00 
01/20/00 
01/21/00 
01/24/00 
01/25/00 


29,935,600 
18,079,700 
18,670,500 
14,451,200 
13,681,800 
19,412,200 
16,364,500 
11,531,000 
14,045,200 
11,959,800 
15,290,700 

9,693,700 

8,097,800 
10,035,400 
13,737,200 
10,494,600 
12,721,100 
10,575,900 

7,831,100 

6,424,400 
11,099,500 

9,770,100 

9,172,600 
11,397,300 
21,866,400 
18,108,700 

8,139,600 
11,866,400 

9,943,600 

7,662,000 


e. 


32 
31 
31 
31 
29 
- 29 
31 
33 
35 
38 
37 


37 
39 
39 


37 
36 
36 
35 
36 
36 
33 
34 
36 
38 
39 
38 
39 
39 
38 
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1/8 30 

30 

28 

29 
3/16 29 
1/2 28 
7/8 28 
1/8 -30 
7/8 30 
3/4 33 
3/16 .34 
1/16 35 
3/4 36 
3/4 37 
15/16 ^" 36 
3/4 35 
1/4 34 

34 
3/4 34 
7/8 35 
15/16 34 
3/4 32 
5/16 32 

33 
15/16 35 
3/8 37 
3/8 37 
3/8 38 
7/16 38 
1/4 36 


1/2 
13/16 
15/16 
1/2 
3/4 


3/16 


13/16 
1/8 
7/8 
7/16 
1/2 
3/4 
1/2 
13/16 
1/16 
7/8 
1/8 


9/16 


7/16 
3/4 
7/16 
3/8 


5/8. 


16. 


31 
29 
31 
29 
28 
29 
30 
33 
35 
35 
36 
37 


'39 


37 
36 


(35 


35 
35 
36 
34 
33 
34 


34 


38 
37 
37 
39 
38 
38 


5/8 
13/16 


3/4 
1/2 
1/4 
1/2 
7/16 
5/8 
5/8 


3/16 
1/8 
5/8 
1/8 
1/2 
3/4 
5/16 
1/2 
5/16 
1/2 
3/4 
13/16 
3/4 
1/4 
1/8 
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‘Lucent shares drop on rumors of SEC inquiry 


NEW YORK, Jan 14 (Reuters) - Shares of telecommunications equipment maker Lucent Technologies Inc. <LU.N> dropped 
on Friday amid rumors the company was being ως by the U.S.. Secunties and Exchange Commission for its 
accounting practices. i 


Lynn Newman, a spokeswoman at Lucent, said the company was not aware of any investigation. 
Richard Walker, chief SEC enforcement official, declined to comment when asked if Lucent was being investigated. 


Shares of Lucent, the most widely-held stock on the New York Stock Exchange, were off 2-3/8 at 53-1/2 in midday trading. 
Lucent was the most actively traded issue, with about 20.4 million shares changing hands. 


Sanford Bemstein senior research analyst Paul Sagawa said he was hearing that Lucent was part of an ongoing SEC inquiry 
about companies writing off in-process research and development expensas, ‘instead of amortizing them. He said that the 
inquiry involved many companies. 


"By no means is this specific to Lucent, nor is it necessarily an indictment of their accounting practices," Sagawa said. 


He added that the company had been vulnerable to rumors since it warned last week that its first-quarter eamings would fall 
below analysis’ expectations. : 


"It is just Lucent haters jumping out there with something else, 5 Sagawa said. "Evidently the Street, in this period of 
weakness for Lucent, is reacting to everything.” : 


He said the SEC was unlikely to find any major infractions by Lucent TD of Soi placed on the company's books 
during recent acquisitions. 


The SEC has moved aggressively to investigate possible accounting- irregularities recently. In December, Tyco-Intemational 
Ltd «TYC.N» announced that the SEC hàd begun probing.its practices, after questions-arose-about how.it accounted for its 
multibillion-dollar-acquisition spree. E 


The SEC campaign was sparked by a wave of questionable bookkeeping at companies such as Sunbeam Corp. <SOC.N>, 
Waste Management Inc <WMI.N>. and Cendant Corp <CD.N>. 


Several class action lawsuits, claiming the company had misled investors about its profitability, have been filed against Lucent 
since its profit warning. i 
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yco International was a high-flying stock with a reputation for 
acquiring and improving the performance of companies in 
distinctly low-flying industries. Then questions were raised 
about its accounting and the stock began to slip. 


In a bravura performance two weeks ago, L. Dennis Kozlowski, 
the chairman and chief executive, held a teleconference with 
analysts to defend the company's accounting against questions 
raised by David Tice, a money manager and analyst whose 
publication "Behind The Numbers" is widely respected. Tice 
suggested that Tyco might be abusing accounting rules by setting 
up big reserves when it made acquisitions. Kozlowski vigorously 
denied it. "There is," he said, "no risk that investors will wake up 
one day and find out there's something wrong." 


At the time, I decided not to do a column on Tyco. The company 
does set up big restructuring reserves for many of its acquisitions, 
and such reserves are subject to abuse because they can be used to 
conceal operating expenses. But did Tyco abuse them? There was 
no proof that it did. 


But it turns out that the questions raised by Tice are not the only 
ones that can be raised regarding Tyco. His questions dealt with 
What Tyco does after it makes acquisitions. Perhaps more 

interesting is the issue of what happens to Tyco's purchases just 
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before the deals close. Call it "The Case of the Hidden Bath." 


The issue is important because Tyco's reputation is based on the 
improvements it reports in operations after it takes over 
companies. It is famous for cutting costs and improving revenue. 
But in two recent purchases -- of AMP Inc. and U.S. Surgical -- 
the companies took big losses just before the acquisitions closed 
as sales dropped sharply and expenses soared. Those losses were, 
however, never reported to investors. By the time the reports 
would have been due, the acquisitions had been completed. 


"They aren't disclosed clearly," Mark Swartz, Tyco's chief 
financial officer, acknowledged in a telephone interview 
Thursday. But he said, rightly, that you could get at them by doing 
a lot of arithmetic involving various filings with the Securities and 
Exchange Commission. That's how I got the numbers, after I was 
tipped off about the issue by Jim Chanos, the president of Kynikos 
Associates, a firm that has a short position in Tyco. 


Tyco provided information on the hidden quarters, with far more 
detail than could be determined by the laborious arithmetic. Tt 
turns out that U.S. Surgical took a $190 million write-off to lower 
its asset values just before the deal closed. That will help in two 
ways. First, it makes the comparison with future quarters easy. 
Second, it will help profits by reducing depreciation charges. But 
nowhere was that disclosed in SEC filings. 


Such accounting, Chanos said, helps to explain "why these 
low-growth or no-growth businesses show great growth coming 
out of the box" after they are acquired by Tyco. 


Swartz assures me that any analyst interested in such detail 
already had the figures and says that the company has complied 
with SEC disclosure rules. 


If so, it is time for the SEC to change the rules. There is no reason 
why such figures should not be disclosed clearly to all investors. 
As for Tyco, the fact the company kept such things out of SEC 
filings is not reassuring. It certainly made it harder for investors 
not privy to analyst discussions to evaluate how the company was 
doing. 
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